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INTRODUCTION 


Ever since World War II, the idea of nation-wide econom- 
ic planning has been widespread in various countries with 
different social conditions. The active participation by the 
stale in contemporary economic affairs raises the ques- 
tion of the class content, targets, possibilities and influence 
on socio-economic development of national economic plan- 
ning in the socialist countrios and state programming in the 
capitalist and newly-free ones. A major theoretical and prac- 
tical task in the efforts aimed at a socialist restructuring of 
society is to formulate the Marxist stand with respect to state 
programming in the capitalist countries and economic plan- 
ning in the developing ones. 

The appearance and development of state economic plan- 
ning were engendered by the deep-going socio-economic 
changes taking place in the world. The planned management 
of the country’s economy is a fundamentally new phenome- 
non that is inseparably linked with the emergence and con- 
solidation of the socialist system. The planning of economic 
development, together with the latest discoveries in the nat- 
ural sciences and the results of the contemporary scientific 
and technological revolution, is among the most outstand- 
ing scientific, and practical achievements of today. The cur- 
rent level of productive forces and the social character of 
production require a balanced development of the economy. 
In contrast to other forms of economic development, plan- 
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Ul " g £? are< * to a consciously maintained balance of all com- 
I >on on ts in pursuit of specific goals. Under socialism, with 
its planned economy, the opportunity and need arise for 
scientific management of the economy, which ensures an 
unpi ecedeuted acceleration of socio-economic development 
1 hiring the years that the people of the Soviet Union have 
been engaged in peaceful creative labour, the country has 
advanced from being a backward agricultural one to a high- 
ly deve oped industrial power. The national income rose 128- 
fold between 1922 and 1976. All this was a consequence of 

ntaned bT tran / f q rr "f i0n that rerao ' rod the obstacles to 
planned, balanced development of social production in the 

interests of the entire people, especially capitalist ownership 
of the means of production in whatever form-private capi- 
talist, joint-stock or bourgeois state property The Dlanncd 

ZS ment f °l the eC0 "° my « a- bads of "he 
application of objective economic laws Las become a major 

function of the socialist state. The nationalisation of large- 

hank fa ™ ter P lises ’ mealls "f communication and 

led Vo T* M th " soeialist socialisation of production and 

economy 18 ° merSence and development of a new type of 

During the socialist transformation and rapid development 
SOCICt ff productive forces, state planning grew 
0111 hoing a partial measure into an all-embracing directive 

voiop™ 8 ’ miS and meth0ds ° f ">auagement do 

Article 16 of the Constitution of the USSR savs- “The 

“LJiTrT 1 0,1 t ! K ‘ ba f i V ,t ’ statG pIans f °r econom- 
ic and social development, with due account of the sectoral 

and tomtom principles, and by combining centralfsed di- 

cl ion NMtli the managerial independence and initiative of 

m( mdual and amalgamated enterprises and other organ isa- 

-ons. Now socialist planning can be described as compre- 

',Y° anf deliberately geared to attaining several goals at 

( T t,n J e - , Its methods are developing towards the Intcn 

not mean^h-urt 41 ° f aU avaUable ^sources, which does 
not mean that the only purpose of planning is to ensure the 

esl possible utilisation of resources. The central thrust of 
planning act, vile. i s further shifting towards eroa li l 
i° n , eccssa p vm'difions for the all-round development of all 
membeis of socialist society, so socialist, planning today is 
not only in its final goals, but also in its actual content in- 
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creasingly social, rather than just applicable to production or 
resources, as* bourgeois ideologists try to make out. 

The development of planning is not as simple or as clear 
as might appear at first. Economics and planning have to 
deal with complex problems: how to make the plan embrace 
the increasingly intricate interconnections in production, how 
to take account of the interaction between the interests of 
the individual and those of work collectives and society as 
a whole; how best and most accurately to assess the effec- 
tiveness of the decisions taken from the point of view of 
development prospects; how to make the set of plan indi- 
cators self-regulating. These and other problems involved in 
the development of planning testify not to any “difficulties” 
encountered by socialism, but to the real opportunity to man- 
age society’s development in a deliberate and conscious way 
in the interests of the people. The improvement of socialist 
planning is an essential component of the development of 
socialist society. 

Attempts to apply planning without implementing socialist 
transformation have never been considered by Marxists as 
an attribute of socialism. The founders of Marxism-Leninism 
have always seen centralised economic planning as some- 
thing inherent in socialism alone. All other forms of “plan- 
ning” have been appraised as surrogates of genuine planning. 
Lenin wrote: “The trusts, of course, never provided, do not 
now provide, and cannot provide complete planning. Bui 
however much they do plan, however much the capitalist 
magnates calculate in advance the volume of production on 
a national and even on an international scale, and however 
much they systematically regulate it, we still remain 
under capitalism — at its now stage, it is true, but still capi- 
talism, without a doubt.” 1 

Marxists consider the balanced development of production 
as essential, but this can only he achieved by state planning, 
given public ownership of the means of production. Attempts 
by the bourgeois state at economic programming are no 
more than a recognition of the need for such a balance. It is 
not possible, however, to organise really all-embracing plan- 
ning on the scale of the whole of society without first elim- 
inating private enterprise. The post-war period has seen 


1 V. T. Lenin, “The State and Revolution”, Collected Works, 
Vol. 25, p. 448. 
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ir 'nwni? ,r ' lorvoation h Y 1,10 bourgeois state in Mio capitnl- 
■ reproduction process and attempts to elaborate and im 

reawn 111 ,lat ! 01mI ec0110mic development. The 

he sea/e * S h ? S , OC,;l1 i iatllP0 oI moder '' production 

the wale and concentration of production have reached ei- 

gantic proportions and the entire economic machinery Inis 

d vlrenfXf C r° mP 'n- Thc ' aw oapMsm’s 

r s , P S I hlch , Le T ,0 ™'“>*ted over sixty years ago, 
•l n s . ,! ul *y operative. Lenin wrote that capitalism in its 

S ? nrfd 1 t- ds ri | ht "P t0 the most aU-round social- 
tn , production, draws, so to say, the capitalists 
against their will and conscious desire, iuto a now sort of 
social ordei, transitional to complete socialisation. 

5 srass 

proouction machinery to the new economic co c s' fi g, ‘ 

Given S produ,:tl » n °^l e °tively demands a balance 
-non public ownersmp, the achievement of such a balance 

szasitr **£= 

tation and oppression. Within the capitalist systom the?™ " 

~Trt“ 

'Oiled by the bourgeois state provide a real basis for 'm r 
ive state policy with respect to the economy. ' He medium’ 

rarrwttisss szrr 

nomic development, programmes for economic groupings and 

igfsii wm 

its own hands roughly ".35^ .V' 0 ^entrates in 

this sliare comes under cpnfiJi o i i i . 0 National income, and 

»“*• ' o^Vf e,t °' 


grammmg is becoming a constantly operating institution of 
contemporary capitalism, a factor of no minor importance 
in the development of the capitalist economy, exerting a sub- 
stantial impact on capitalist reproduction and on all aspects 
of political and social affairs in the capitalist countries. 

The evolution of traditional forms and methods of state 
intervention in the economy, given the domination of pri- 
vate property, has led to the formation of economic program- 
ming suited to the nature of capitalist production. The exist- 
ing set of measures for indirectly controlling economic devel- 
opment has come to be called “indicative planning” in the 
capitalist countries, as the antithesis of centralised directive 
planning in the socialist countries. The recommendatory na- 
ture of indicative planning is determined by the restrictions 
imposed by private capitalist property and the competitive 
mechanism in the capitalist economy. Even so, state pro- 
gramming is expected to exert a more active impact on capi- 
talist reproduction than traditional control methods do. It 
affects not only the financial sphere, but also the production 
and accumulation processes. , 

Economic programming in the capitalist countries is con- 
ditioned by the high development level of productive forces, 
the all-round merging of the state and monopoly corpo- 
rations, the impact of economic competition between the 
socialist arid capitalist systems, which compels the capitalist 
countries to aim for stable and high economic growth rates. 

Economic planning in the developing countries is dictated 
y other factors: the need to overcome their backwardness 
and attain economic independence from the imperialist coun- 
tries. I he successes of the socialist countries and the unat- 
tractive prospect for the developing countries of having to go 
tJi rough all the same stages as the capitalist countries of 
Europe and North America did, force them to resort to 
planned economic management. In the developing countries, 
the emergence and development of state planning and man- 
agement are directly linked with shedding colonial shackles 
and attaining independence. The last twenty years have seen 
many and increasing attempts by these countries to exert a 
planning influence on the course of socio-economic develop- 
ment. State planning and management are considered there 
as the most effective way to speed up economic progress and 
implement social transformations. 

Slate planning and management are practised in some form 
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or another in the majority of developing countries today. 
I heir particular role and distinguishing features in these 
countries are, as a rule, connected with the special functions 
ot the state, with the fact that the key social problems 
can only be solved by systematic state-organised economic 
activities; that the state not only influences overall develop- 
ment, but also acts as the connecting link in the multistruc- 
tiued economy; that state intervention and a purpose-orient- 
ed stale policy are the only national factors capable of ini- 
tiating the fundamental restructuring of a non-in tegrated 
economy. 

This shows that state planning and management in the 
developing countries cannot he considered as an attempt to 
represent the desired state of affairs as the actual one. The 
stale does, of course, indulge in planning here, though this 
is an extremely complex and contradictory phenomenon, as 
complex and contradictory as the developing countries’ 
choice of a future development course. The direction in which 
the material and social conditions for the functioning of 
state planning and management will develop depends on the 
choice of a socialist or a capitalist development course. The 
last two decades have shown that only non -capitalist devel- 
opment is capable of providing the material and social con- 
ditions for successful application of state planning on a na- 
tional scale. 

In contrast to the Marxist understanding of the role and 
place of economic planning in countries with different so- 
cial conditions, bourgeois ideologists put forward the thesis 
of neutrality of planning which can be applied under any so- 
cial conditions. The apologists of capitalism manipulate the 
concept of “planning” activities by the state to advertise 
the convergence theory. On the basis of the increasing state 
activities in regulating the economies of the capitalist and 
developing countries, bourgeois economists now claim that 
the capitalist world is advancing towards some form of 
planned economy. Indeed, a genuine revolution has taken 
place in Western theoreticians’ way of thinking. Planning 
I rom a single centre is no longer viewed as the enemy, but as 
the ally of the market economy. State organisation arid 
private competition, i.e., the plan and the market, are mutually 
complementary, according to French economists. They are 

supposedly not alternatives, but fulfil different functions: the 

market ensures a short-term equilibrium through the price 
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mechanism, while the purpose of the plan is to find long-term 
solutions. Bourgeois economists believe that decision-making 
is essential for planning, and that the latter should not be 
considered as something conflicting with the market econo- 
my. The authors of the convergence theory have announced 
the socialisation oi capitalism through stale planning and 
programming. The term “state planning” no longer fright- 
ens big businessmen. 

Gunnar Myrdal wrote on the problem of development in 
the countries of Southern Asia that nowhere have “social- 
ism and the planned enlargement of the public sector as yet 
gone against the interests of big business or any other group 
above the masses”. 1 This puts over the idea that certain 
forms of planning do not conflict with private enterprise. 

The apologists of capitalism try to present state “plan- 
ning activities as evidence of an improvement in capitalism, 
and in the developing countries as a way out of the stagna- 
tion through integration with the industrialised capitalist 
countries. The ideologists of monopoly capitalism see state 
planning as the key to the resources of the former colonies. 
This idea has been taken up by the governments of many 
capitalist countries whose imperialist quarters have gone 
over from refuting outright the advantages of planned eco- 
nomic development to using planning in the developing 
countries in their own interests. They use consultative aid 
to these countries to collect all sorts of information, assess 
the possibilities for the profitable relocation of their capitals, 
to subordinate state investment to the interests of the pri- 
vate sector, as well as to “plan” the granting of credit, 
pushing the newly-emerged countries into setting up eco- 
nomic structures ensuring dependence on former and new 
metropolitan countries, and so on. 

An increasingly common practice in recent times is the 
granting of aid to the developing countries on the condi- 
tion that the representatives of the capitalist countries have 
access to all types of economic and planning informa- 
tion. The planning and managerial services of the develop- 
'ng countries are being swamped by all sorts of experts 
who have undergone a special training; mass issues of suit- 
able “economic” and “planning” literature are brought 


1 (hmnar Myrdal, Asian Drama. An Inquiry into the Poverty 
U 1 Nations, Vot. II, Pantheon, New York, 1968, p. 737. 
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out. In recent years, the ruling circles of the imperialist 
powers have been transferring the accent in “aid” to the 
developing countries to technical assistance in training per- 
sonnel. This is no chance development, but a result of a 
far-reaching policy. 

Stale planning has thus become the object of a fierce 
ideological and economic struggle between progressive and 
reactionary forces, both inside and outside the developing 
countries. 

The need for comprehensive research into state econom- 
ic planning and programming in countries with different 
social conditions is self-evident. An essential precondition 
lor such research is recognition of the fact that the essence, 
forms and methods of state economic planning and pro- 
gramming reflect all the most important features of the pre- 
dominant production relations. The advantages of socialist 
planning, which ensures a genuine flourishing of the econ- 
omy in the interests of the people, are quite distinct. 

Marxist economists, in their all-round analysis of new 
phenomena in the state regulation of the capitalist econ- 
omy, justify the need for a democratic alternative to state 
capitalist programming, formulate a number of new proposi- 
tions for the economic programmes of the workers’ parties 
engaged in the class struggle under capitalism and during 
the transition to socialism. They reveal the realistic prospects 
for the economic competition between socialism and capi- 
talism in specific aspects of the state activities in man- 
aging the national economy. 

An assessment of the development trends in slate econ- 
omic planning in the newly-emerged countries is important 
for Marxists because of the attempts that are being made 
to apply elements of centralised regulation to the utilisation 
of national resources in order to attain economic indepen- 
dence. The development of national planning towards so- 
cialist planning or capitalist programming constitutes one 
of the chief characteristics of the development of the mul- 
tistructured economies of the developing countries. A coun- 
try’s social orientation in both planning and in general 
depends on whose interests are served by the resources 
I be state controls. 

The present research will reveal the difference between 
the theoretical concepts underlying the methods of social- 
ist planning, capitalist programming and state planning in 
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the newly-emerged countries, determine the specific meth- 
ods connected with the very nature of socialist planning 
or capitalist programming, establish the fundamental lim- 
its to any possible interpenetration of various methods 
conditioned by socialist or capitalist production relations. 
At the same time, the research will help in defining the 
spheres of capitalist programming where helpful methods 
might he found for use in socialist planning, too. 
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Chapter I 

THE BASIC DIFFERENCES 
BETWEEN SOCIALIST PLANNING 
AND CAPITALIST PROGRAMMING 


Centralised economic planning first arose within the 
socialist countries, where it is being successfully developed 
and improved; individual elements of state economic plan- 
ning are also applied in developing countries, while many 
capitalist states try to implement national programmes for 
development. The need to plan economic development is 
now universally recognised and reflects the necessity of 
managing this development on a scientific basis. Economic 
planning creates major opportunities for the conscious and 
rational use of resources in individual countries and re- 
gions. For the planned, balanced development of the econo- 
my, however, for taking advantage of overall national eco- 
nomic planning, certain real conditions are required. 

The term 1 'planning” is now a popular one, used widely 
in various situations. Recent decades have seen the idea 
of planning national economic development gaining curren- 
cy throughout the world, in countries with different socio- 
economic systems. This means that the current level of de- 
velopment of productive forces and the social nature of 
production require balanced and purposeful development 
ol: the economy. At the same time, the social conditions in 
different countries favour the effective application of macro- 
economic planning methods to varying degrees. This gives 
rise to complex theoretical and practical problems, which 
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arc elaborated by economists with the most diverse politi- 
cal views, reflecting the interests of various classes and so- 
cial strata. The governments of many countries are making 
considerable efforts to apply economic development planning 
in practice. In recent years, there lias been a substantial 
step-up in the work of international organisations in this 
sphere. 


National Economic Planning as an Element 
of Ihe Socialist Economy 

The principle of the planned development of the econo- 
my is dictated by the objective conditions of society today. 
Large-scale machine industry and the deep division of la- 
bour giving rise to thousands of interconnections, reso- 
lutely demand a balanced development and planned control 
of production. 

The socialist transformations in the USSR broke down ' 
the barriers to planned, balanced economic development, 
the chief one being private ownership of the means of pro- 
duction. The emergence of a socialist society made it 
possible for the first time ever to put forward national 
goals and involve all the people into pursuing them. 

The goal of economic development in the socialist coun- 
tries is maximum satisfaction of tho growing needs of so- 
ciety as a whole and of its individual citizens. Various in- 
termediary tasks arise in the pursuit of this overall goal, 
their nature being determined by the level of development 
of productive forces at each given stage and by the objec- 
tive economic conditions. Even so, all these targets must 
serve the attainment of the main one— the rise in the peo- 
ple’s standard of living and the development of society’s 
productive forces. 

Article 15 of the Soviet Constitution states that “tho 
supreme goal of social production under socialism is the 
fullest possible satisfaction of the people’s growing mate- 
rial, and cultural and intellectual requirements”. 

The elaboration of the principles of economic planning 
that a number of countries use today in various forms be- 
gan in a country that was then way behind the developed 
capitalist states. On the eve of World War 1, Russia was 
producing only an eighth of the USA’s volume of indus- 
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trial output at the time, and only a thirteenth or fourteenth 
in per capita terms. Although industry in Russia was run- 
ning fifth in the world in terms of output, it was still 
backward and badly equipped. The economy’s machinery 
and equipment needs were met mainly through imports 
from the developed capitalist countries. 

The imperialist World War I, and the foreign military 
intervention and Civil War following the Revolution led to 
Ihe collapse and destruction of a substantial part of the 
country's productive forces, throwing the Russian economy 
far back. After the Great October Socialist Revolution in 
1917, until the first long-term development plan was drawn 
up in 1920, Soviet Russia was producing less than 14 per 
cent of the country’s 1913 volume of industrial output. The 
national pig iron output was only 119,000 tonnes against 
4.2 million tonnes in 1913 and the respective figures for 
iron-ore mining were 164,000 tonnes and 9.2 million tonnes. 
The output of coal mining dropped to a third, the extrac- 
tion of oil to two-fifths and the generation of electricity to 
just over a quarter. Agricultural production dropped by 
a third. The national income stood at about 23 dollars per 
capita (in 1958 prices). 1 The foreign intervention and the 
Civil War cost Soviet Russia a quarter of the prewar na- 
tional wealth. 

These figures show that the new state inherited an eco- 
nomic potential that was poorer than those of some of the 
larger developing countries today. For instance, the 1967- 
69 per capita national income was 270 dollars in Brazil, 
72 dollars in India, and 67 dollars in Nigeria. 2 

Only extreme measures could bring the country out of its 
impoverished condition. All available resources had to be 
mobilised for restoring and then accelerating changes in 
Ihe economic structure, and the effective utilisation of re- 
sources ensured. To these ends, the centralised planning 
and management system was set up and, as the economy 
developed, it embraced a growing quantity of economic re- 
sources and spheres. 

In 1920, the world’s first ever long-term economic plan 
was elaborated — the GOELRO plan for the electrification of 
Russia over a 10- to 15-year period. Since then, the planned 


1 Here and henceforth given in US dollars. 

, The national incomes arc calculated by the methods current 
m these countries. 
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management of the national economy has developed and 
improved. Planning in the USSR has been practised for 
over half a century. Now economic matters on the scale 
°f tiie entire Soviet economy are decided and directed 
by the state national plan for economic and .social devel- 
opment, which provides for the steady development of pro- 
ductive forces, an increase in the national wealth, and a 
strengthening of the country’s defence potential. The state 
plans are major instruments for managing all sectors and 
spheres of the economy. 

Now is the moment to consider the suitability of the 
concept of ‘planning for describing national economic 
planning under socialism and its unsuitability for describ- 
ing that under the capitalist system. It should be noted 
that we are here referring to overall national economic 
state planning, rather than the general concept of economic 
planning applied in any particular economic sphere. For 
instance, planning within a firm or corporation only exists 
as far as capitalism as a system does. 

National economic planning under socialism may be seen 
to consist in the state’s economic activities to ensure 
the optimal utilisation of all production facilities for the 
all-round satisfaction of people s requirements, and in the 
creation of suitable conditions for the further development 
of society arid the individual. The form taken by these ac- 
tivities is the planned management of the economy. This 
means that the slate, first, organises production in the in- 
terests of society as a whole and that, second, it is precise- 
ty the state that organises production, i.e., the state is the 
executive of management on the national economic level. 
It represents the people as owners of the means of pro- 
duction and, in this sense, as society’s trustee it fulfils 
the functions of managing production and distributing re- 
sources. The combination of social goals with socialist' pub- 
lic ownership makes it possible to apply the only form of 
management possible under these conditions— planned man- 
agement. Essentially, this management consists in the pur- 
poseful, conscious and co-ordinating activities of economic 
bodies, ensuring that the activities of each socialist enter- 
prise meet the national interests. 

Under socialism, state activities geared to achieving bal- 
anced and efficient development are a reflection and result 
of the socialisation of production. Highly developed pro- 
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duction s demand that a balance be achieved thus be- 
comes an urgent necessity, the deciding factor behind the 
further development of productive forces. It is this sphere 
of economic analysis— the conditions for the further de- 
velopment of modern productive forces— in which it is 
possible to pinpoint the common origins of the two differ- 
ent types of state influence on the economy. These com- 


mon origins cannot, however, give rise to just one sort of 
stale influence on the development process under the two 


different modes of production— the capitalist and the so- 
cialist. 


Whatever the scale and results of the bourgeois state’s 
actions to overcome imbalances in development, they can- 
not erase the fundamental differences between socialist 
planning and capitalist programming. The former proceeds 
from the economic laws of the new social system and 
applies them to advantage: the basic economic law of so- 
cialism, the law' of planned, balanced development of the 
economy, the law of distribution according to work done, 
and so on. As a result, socialist planning helps in build- 
ing the new society. 

Bourgeois programming, however, is practised in a so- 
ciety whose economy operates according to the laws of the 
capitalist mode of production. In contrast to socialist plan- 
ning which rests on a mastery of the objective laws of 
economic development, bourgeois programming is subor- 
dinated to the spontaneous operation of the law's govern- 
ing the capitalist economy. The main purpose of the bour- 
geois state s economic functions is to maintain the exploi- 
tative system, to foster private ownership of the means of 
production and create favourable conditions for the monop- 
olies to cream off maximum profits, regardless of fluctua- 
tions in the economy. This all means that state program- 
ming can be regarded as a means for maintaining the 
existing course of social development. The reactionary es- 
sence of capitalist programming cannot he camouflaged 
even by the most attractively-painted programming fore- 
casts of a future state of “prosperity”. Some sixty years 
ago Lenin wrote that “planning does not make the worker 
less of a slave, but it enables the capitalist to make his 
profits ‘acc ording to plan’ 


n or. 1 ; ^ nin > Seventh (April) All-Russia Conference of 

lJle RS.D.L.P.(B.)”, Collected Works, Vol. 24, p. 306. 
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This class approach to the essence of state program- 
ming allows a clear dividing line to be drawn between the 
completely opposite goals and tasks of socialist planning 
and capitalist programming. Under socialism, the tasks of 
national economic planning reflect the people's interests 
and the laws governing socio-economic, scientific and tech- 
nological progress. Under capitalism, state intervention in 
the economy through measures influencing technological 
progress helps to make the monopolies more competitive 
and to further enrich the propertied classes, and results 
in the people themselves having to bear the brunt of the 
problems involved in capitalist economic development. 
State capitalist programming, wbicb expresses tbe inter- 
ests of the monopolistic upper crust, is essentially antag- 
onistic to those of the working people, though the apolo- 
gists of capitalism try to paint it as a sign of social har- 
mony. The creation of a machinery for state-monopoly 
control is yet another attempt to save capitalism, thus re- 
flecting tho real difficulties encountered by the system of 
market self-regulation. 

The different purposes of socialist planning and capital- 
ist programming are conditioned by the different spheres 
that come under planning: the socialist system, with pub- 
lic ownership of the means of production, and the capital- 
ist one, with a predominance of private ownership of these 
means and the private nature of appropriation of material 
goods and services. 

The fundamental differences in nature between socialist 
planning and capitalist programming, their totally oppo- 
site goals, and the different planning spheres also engen- 
der fundamental differences in the methods of state man- 
agement employed. The combination of centralised direc- 
tive planning of the national economy with the economic 
independence and initiative of socialist enterprises makes 
it possible to mobilise all the country’s resources and the 
people’s creative work to speed up socio-economic devel- 
opment. This creates an opportunity for organically com- 
bining the methods of centralised planning with the use 
of value levers within a single system for managing hotli 
the economy as a whole and its individual components. 
Under capitalism, slate programming pursues the goal of 
adjusting the effect of the market mechanism, smoothing 
over its most destructive consequences. The intertwining 
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of stale regulation with the economic mechanism takes 
the form of adapting state economic policy measures to 
the laws of capitalism. The market subordinates state pro- 
gramming and results in the application of economic pol- 
icy methods suited to the nature of the capitalist econo- 
my. The development of state-monopoly control led to the 
formation of the only possible form of state “planning” 
of the capitalist economy, which is called indicative plan- 
ning. 

The non-obligatory nature of the programmes means 
that they are basically no more than economic forecasts 
prepared by state bodies. Economic forecasting is also 
practised in the socialist countries, but here this constitutes 
a preliminary stage in the elaboration of the long-term plan. 
A complex set of methods, including all contemporary eco- 
nometric ones, have been developed and used for economic 
lorecasting purposes. The socialist countries' experience in- 
dicates that forecasts can constitute an integral part of 
the plan only when they arc the point of departure in 
planning development. The preparation of long- and medi- 
um-term forecasts cannot replace planning. 

It should be stressed that the indicative, i.e., non-oblig- 
atory nature of capitalist programming is presented by 
bourgeois theoreticians as one of its advantages over so- 
cialist planning. Theoretical analysis of such claims and 
practical observations testify that the opposite is the 
case, that it constitutes a limitation on and source of con- 
tradictions and weakness in this “planning”. By its very 
nature, the bourgeois state cannot control the process of 
production and distribution in conflict with its basic prin- 
ciple -that of promoting the self-expansion of capital and 
the extension of the sphere of capitalist exploitation. 

Thus, only at first sight do the state national economic 
planning under socialism and state overall national pro- 
gramming under capitalism seem at all similar in that 
they both involve the state acting on the economy in the 
Pursuit of certain global aims. Any more detailed consid- 
eration of the two shows that they differ in all tho details 
urn king U p ihis “overall” picture. There is a difference 
111 the class nature of the state, and in the social pur- 
pose of its activities, in the principal distinguishing fea- 
'UJ'es (in ilie character of production relations) and the 
resulting differences iri methods of implementation (see 

21 


next chapters). The overall result is the appearance of in- 
compatible concepts of planning and programming, the 
divergence between which might be formulated briefly as 
a comparison of all-embracing directive socialist planning 
and indicative, partial capitalist programming. 

The bourgeois state’s actions to reduce the imbalance 
in the economy and promote development by means of 
economic programming create the illusion that modern cap- 
italism is going through some transitional state from 
anarchy to “planning”. Attempts to co-ordinate the activ- 
ities of various economic, sectors and different types of la- 
bour under the increasing division of labour, are often re- 
ferred to as “planning”, “state activities to achieve an eco- 
nomic balance”, or “state co-ordination of development”. 
Such facts and the terms used to define them give rise to 
claims that there is “planning” under capitalism, without 
Marxist assessments of the class content and limited na- 
ture of such “planning” being mentioned. 

If we consider planning as an essential component of so- 
cialist production relations, as a fundamental category of the 
socialist system rather than a derivative one, the essence 
of state capitalist programming becomes much clearer. 
These bourgeois state activities can be regarded as an at- 
tempt to compensate for tile destructive consequences of 
tlie market mechanism and to achieve a balance of the cap- 
italist economy. In reality, they arc based on the bour- 
geois state controlling considerable resources that allow it 
to indulge in such activities. It does not follow, however, 
that capitalism as a system of production relations thus 
demonstrates the possibility of a fully planned balance. 
The society of private property and, consequently, of con- 
flicting goals cannot achieve an organic combination of 
“planning activities” by the state superstructure and the 
economic basis. The latter invariably modifies the superstruc- 
ture’s attempts in accordance with the laws of capitalist de- 
velopment. If bourgeois programming is viewed from the 
organisational and material anglo, rather than from that 
of its socio-economic essence, the bourgeois state’s activi- 
ties arc seen to he determined by the scale of social pro- 
duction. the extent of the division of social labour and the 
multiple interlinks in the social co-operation of production, 
he., the high level of development of productive forces. 

Yet even the transfer of part of the national resources 
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to the jurisdiction of the bourgeois state does not change 
the capitalist character of productive forces . 1 Engels wrote 
that “state ownership of the productive forces is not 
the solution of the conflict, hut concoaled within it are 
the technical conditions that form the elements of that 
solution ”. 2 These productive forces no longer fit into the 
framework of capitalist production relations. One sign of 
a growing readiness for the transition to socialism is the 
state s organisational activities in elaborating and imple- 
menting development programmes. Such an "organisation- 
al and material interpretation of the concept of capital- 
ist programming is, of course, a limited one, since the 
functions of the bourgeois state reveal the class interests 
of the exploiting minority in capitalist society. 

Thus, the bourgeois state’s activities can he regarded 
as a manifestation of the basic relation in capitalist so- 
ciety— that of exploitation. Moreover, programming is used 
for collective exploitation under bourgeois state auspices'. 

All those points have been made in order to stress the 
importance of studying the category of the planned, bal- 
anced economy not only with respect to the development 
stage of socialism, but also to the suitability of this 
concept for any particular system of production relations, 
for the nature of the interconnections of this category 
and that of the level of development of productive 
forces. 

It seems justified to say that, under socialism, “plan- 
ning is a form of movement of the aggregate of produc- 
tion relations” and that “planned relations constitute part 
and parcel of production relations”. In this lies the main 
possibility of attaining a balanced economy under social- 
ism. In a society where the private form of assimilation 
of the product predominates, the antagonistic interests of 
property holders exclude the possibility of attaining a bal- 
ance by means of conscious regulation of the economy. 
This does not, however, exclude attempts at such regula- 
tion, attempts engendered by the social character of pro- 

1 See: Frederick Engels, Anti-D&hrtng, Progress Publishers, 
Moscow, 1975, p. 330. 

■■ Frederick Engels, “Socialism: Utopian and Scientific". In: 
vl’l Marx and Frederick Engels, Selected Works, in three volumes, 
\ol. ._>, Progress Publishers, Moscow, 1976, p. 145. 

23 



(taction. Such regulation conflicts with the economic laws 
of capitalism, while, under socialism, it is an organic com- 
ponent of the economic system. This explains the transi- 
tion from partial planning in the multistructured Soviet 
economy to all-embracing national economic planning un- 
der developed socialism. It also explains why capitalist 
planning”, restricted by the bounds of private property, 
is a weapon in the extremely fierco competition between 
property holders. “Where there are no common interests 
there can be no unity of purpose, much less of action.” 1 

The identity of purpose and interests of the members 
of socialist society provides the basis for the main dis- 
tinguishing feature of socialist planning — its genuinely 
democratic nature. It is this that determines the people’s 
participation not only in implementing, but also in drawing 
up socialist national economic development plans. The or- 
ganisational principles behind national economic planning, 
based on Lenin's idea of democratic centralism, guar- 
antee that all the working people take an active part in 
compiling the plans for enterprises, industries, republics 
and the country as a whole. 

In contrast to socialist planning, capitalist programming 
practice reveals attempts to conceal the class essence 
of the bourgeois state’s economic policy behind a sup- 
posedly democratic facade. During booms, entrepreneurs 
agree to a limited “triangular partnership” among busi- 
ness, the state and the trade unions in preparing develop- 
ment programmes. When there are economic difficulties, 
however, the state bodies reveal overtly centralist, bureau- 
cratic tendencies. Since the state’s economic apparatus is 
a weapon in the hands of the bourgeoisie, under such con- 
ditions even the illusion of “representative democracy" 
disappears. Thus, during the preparation of the seventh 
French five-year plan , which coincided with an econom- 
ic crisis, the number of commissions engaged in the work 
at the final stage was cut to 17 against the fifty that had 
worked on the sixth such plan. There was a correspond- 
ing cut in the already small number of participants in the 
elaboration of the government’s economic programme. 

1 Frederick Engels, “Revolution and Counter-Revolution in 
ftermany . Tn: Karl Marx and Frederick Engels, Selected Works in 
three volumes, Vol. 1, Moscow, 1976, p. 307. 




Among the most outstanding features of socialist plan- 
ning it should be noted that national economic planning 
constitutes the economic policy of the socialist state, ad- 
dressed specifically to particular spheres and organisations. 
This planning has a clear party nature, in contrast to at- 
tempts by the bourgeois state and its apologists to put 
over capitalist programming as a non-class national eco- 
nomic policy or as one of class co-operation. A clearly de- 
fined class position on aspects of state economic manage- 
ment is ensured under socialism by the clear-cut theo- 
retical basis of socialist planning. This is Marxist-Lcninist 
economic teaching, the key element of which — the theory 
of reproduction— is the direct methodological basis of the 
theory of planning, allowing national economic develop- 
ment planners to proceed from a knowledge and correct 
application of objective economic laws. 

An objective appraisal of all the conditions under which 
the socialist economy is developing allows commodity- 
money relations to be used rationally within the frame- 
work of planned economic management. Socialist man- 
agement practice has shown convincingly that, under so- 
cialism, an organic combination can be achieved between 
centralised control of the national economy and the eco- 
nomic independence of enterprises. 

Since state economic programming is geared not to 
transforming the foundations of the capitalist system, but, 
just the opposite, to maintaining and consolidating them 
in the form of private ownership of the means of produc- 
tion, and since state control is combined and merges with 
market control, it is eventually subordinated to it. “State- 
monopoly regulation, exercised in forms and on a scale 
which meet the interests of monopoly capital and are 
aimed at preserving its rule, is unable to control the spon- 
taneous forces of the capitalist market,” stress the docu- 
ments of the International Meeting of Communist and 
Workers’ Parties (1969). 1 The CPSU Central Committee 
report to the 25th Party Congress states that “capitalism 
did its utmost, so to speak, to keep in step with the 
times, to apply various methods of economic regulation. 
This made it. possible to stimulate economic growth, but, 

1 International Meeting of Communist and Workers' Parties , 
Moscow, W09, Prague, 1969, p. 19. 
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ns the Communists foresaw, it could not remove the con- 
tradictions of capitalism.” 1 

Socialist planning is not confined to exerting an indi- 
ect pressure on economic development and uses value 
evers with.n the overall system of direct (directive in na- 
turc) management of the national economy. It is more 
effective than capitalist programming simply because it is 

volopmenl; 8 ° f tH ° ^^e laws of economic de- 

nuM,t e of U o , ! R S succes f in t the Panned, balanced develop- 
ment of its economy has shown the decisive influence ex- 

t°he C t| by f- SLate f Plaimin / 071 the rate of economic growth, 
ho creation of an independent economy and the rise in 

0 fnlS^ ndard ^ ] ‘ vin " The unfounded criticism 
P • cd deveiopment by bourgeois economists and sfates- 
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The Principles and System 

of Soviet National Economic Planning 

The Soviet fundamental organisational and methodolog- 

Mil P v "r Pl f e,a *? r * t ° d rt'eoretieaUy and tested in ovir 
11 v years of practice determine the essence of socialist 
Planning. These principles include, above all, the following- 
. a . anit y of politics and economics with a clear social 
orientation of the. state’s planning activities; 

-Hie all-embracing nature and unity of ’ planning rest- 
ing on socialist ownership; 1 g 1 

—the combination of overall national, group and indi- 
vidual interests arising from the class structure of a so- 
ciety consisting of working people without exploiters; 

democratic centralism as the general principle for or- 
gaiiising planning, reflecting the unity of interests of so- 
>, groups and individuals and ensuring the broad part- 
icipation of all the people in elaborating and implement- 
ing the national economic plans; implement 
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—the obligatory nature of the plans worked out by so- 
ciety for all executive agencies, the plan assuming the 
force of law, as set out in the Constitution of the USSR. 

The interconnection between the political and economic 
spheres during the elaboration and implementation of 
plans consists primarily in the way each plan is geared 
to strengthening and developing the socialist system, and 
the fulfilment of economic tasks is closely linked with 
that of political ones. Lenin wrote that, without a correct 
political approach, no class would maintain its dominion 
and, consequently, would not ho able to fulfil its econom- 
ic tasks. 

The all-embracing and unified nature of planning en- 
sures a balance of all sectors of the economy and makes 
it possible to use all the country’s resources in the pur- 
suit of an integral complex of economic and social tar- 
gets, for co-ordinating the interests of society as a whole, 
of individual groups of workers and of individuals. 

The implementation of democratic centralism in nation- 
al economic planning implies a combination of central- 
ised setting of tho key plan targets and plan indicators 
with the granting of broad powers to Union republics, lo- 
cal Soviets of People’s Deputies, staffs of enterprises and 
organisations in elaborating the plans, selecting effective 
methods for utilising manpower, finances, materials and 
natural resources. In practice, this is reflected in the way 
the plans are drawn up from ‘‘the top down” and vice 
versa. The dilemma characteristic of programming in the 
capitalist and developing countries, known as “project ver- 
sus plan”, does not exist for socialist planning. Lenin re- 
marked that under socialism, the principle of “only from 
the bottom up” would mean anarchy. 

The problems to he considered and resolved centrally 
include those affecting the interests of either society as a 
whole or substantial sections of the population. These are, 
for example, the choice of the chief trends and propor- 
tions in the development of the country’s economy, the 
choice of scientific and technological policy, the rise in 
production efficiency, the ensu ranee of full employment 
of the able-bodied population, tho rise in wages and other 
forms of consumption, and social security for tho people. 
Also among the most important questions dealt with cen- 
trally is the planning of investment in developing eco- 
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I nomic sectors. The distribution of investment between the 
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It would be impossible to put all this into practice with- 
out creating and using interconnected systems of meth- 
ods for elaborating national economic plans apply?™ , 
..n.r.ed set of indicators, folly co-ordinating the ^ „f 
plan indicators and accounting statistics. In turn, the ap- 
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plication of those methods for determining the indicators 
of the plan would he impossible without a system of quo- 
tas for the use (expenditure) of all the key resources. At 
the same time, such a system of quotas must vary con- 
stantly in order to take account of all the trends in scien- 
tific arid technological progress and the introduction of 
progressive forms of production organisation and man- 
agement. 

All these principles underlie the system of national 
economic plans and state planning bodies. In the USSR, 
the system of national economic plans includes three types 
of plan that differ, first, in their Lime horizon and, second, 
in the scale and nature of their targets. These three types 
are: long-term plans (for ten or fifteen years); medium- 
term ones (five-year) and short-term plans (for a single 
year) . 

Long-term plans are programme documents defining and 
determining the overall (basic) trends in the social, eco- 
nomic, scientific and technological development of society. 
In addition to the chief development targets, the long- 
term plan contains a rational social, economic, scientific 
and technological policy, an estimation of the resources 
required for attaining the targets and ways of ensuring 
their efficient utilisation, the most important indicators of 
the structure and volume of production and consumption 
growth. In such a plan, the trends in socio-economic trans- 
formations are determined, as well as the improvement of 
production relations, structural, scientific and technologi- 
cal changes in production, the location of productive 
forces in the country, and the development of scientific re- 
search. The long-term plan also establishes the order of 
priority for solving the most important socio-economic, 
scientific and technological problems, and developing large- 
scale territorial-production complexes. This creates an 
opportunity for combining overall goals and tasks in the 
long-term plan with the specific tasks of each individual 
five-year plan within the framework of a long-term pro- 
gramme. One major specific of tile long-term plan is the 
need to take account not only of scientific and technolog- 
ical advances that are already known, but also of new dis- 
coveries and achievements expected in science and tech- 
nology. 

From llie methodological point of view 7 , long-term plan- 
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mng presupposes the use of qualitative indicators describ- 
ing the major trends in the development of the national 
economy its individual sectors, regions of the country and 
the people s standard of living. Such plans are drawn up 
using multivariant calculations, resulting in the choice of 
tlm valiant making it possible to fulfil all socio-economic 
tasks with a high degree of efficiency and rapidly. To this 
end, forecasts are made for the various spheres of the 
economy and society, and mathematical economic methods 
and models are applied widely. 

The elaboration of the long-term plan involves three 
stages: the drafting of plan concepts, key trends, and a de- 
veloped long-term plan. The long-term plan is drawn up 
for sectors of the national economy, Union republics ag- 
gregated economic regions and major complexes of inter- 
sectoral problems. 

Within the framework of the medium-term (five-year) 
plans, the tasks of the long-term plans are specified and 
so priorities are established. These plans determine the 
glow tii rate and structure of the whole economy, set the 
volume of production and investment for sectors and re- 
gions, the tasks involved in scientific research, specialisa- 
tion and co-operation of production, specific characteris- 
tics of the location of now production units, and the tasks 
involved m increasing production efficiency. The plans 
also fix the targets, in temporal terms, for raising the 
standard of living, indicating the categories of income and 
the increase m individual components of the consumption 
oi the population as a whole and of individual social groups. 

I I he possibilities for raising the people’s well-being are de- 

termined primarily by the scale of production growth and 
the size and spheres of investment, so carefully calculat- 
ed indicators of the volume of output in the individual 
branches of material production constitute the foundations 
ol the plan. The medium-term plan elaborates in detail 
the growth possibilities for the sectors ensuring an ac- 
celerati 011 of scientific and technological progress, higher 
efficiency of all social production and, above all, engineer- 
ing, the power industry, the chemical industry, and indus- 
tries producing information and office equipment. 

Since the five-year plan’s purpose is to provide for the 
fulfilment of very specific tasks, while applying the prin- 
ciple of balanced development, a system of balance calcu- 
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la t ions is used for co-ordinating all the sections of the 
plan and its many indicators. This system is more detailed 
than the one used in long-term planning (see Chap- 
ter 11). The material balances (input-output tables) are 
compiled for a more detailed list of products. The invest- 
ment programme is also considerably more detailed. A 
larger number of indicators are calculated for the medium- 
term plan (compared with the long-term one) not only 
for the entire five-year period, but also for each individual 
year. They also become obligatory directives for ail eco- 
nomic units, including enterprises and organisations. The 
all-round co-ordination and balancing of the plan in the 
sectoral and territorial terms are essential conditions for 
fulfilling the plan targets in practice. 

1 he five-year plan is drawn up in two stages: first, the 
elaboration of the key trends in national economic devel- 
opment, while the second stage results in the comprehen- 
sive five-year plan. The main trends constitute a model of 
the future five-year plan, in which its targets and the re- 
sources for attaining them are specified, together with the 
key problems to be tackled by the future plan. Proceeding 
from the main trends a draft five-year plan is drawn up 
and then discussed throughout the country. Discussion of 
the draft plan culminates at the next CPSU Congress, 
which makes decisions concerning the chief guidelines for 
the development of the national economy. On the basis of 
these a comprehensive five-year plan for the development 
of the national economy of the USSR is drawn up, with 
the targets allocated by year, ministry, department, Union 
republic and economic region. 

Implementation of the key strategic socio-economic 
tasks is not only accomplished within the framework of 
the live-year plan. 1 he search for all latent reserves and 
potentials not revealed within the five-year period is car- 
ried on under the annual plans which are instruments for 
day-to-day management of the entire national economy, 
these plans specify the yearly tasks of the five-year plans 
find, on the basis of this and detailed economic analysis, a 
scheme is worked out for the interconnections between en- 
terprises for virtually all the key products, goods and ser- 
vices— the plans for material and technical supply. These 
ore drawn up for specific time periods— a year, a quarter 
year, or a month. They are elaborated and implemented 
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on different levels of economic management, right down 
to the individual enterprise. 

In the annual national economic development plans, 
the targets for sectors with respect to the volume of mar 
keted output, production of the chief items in physical 
units and retail turnover are set for three-month periods, 
and the wage fund for six months. They also include the 
tasks involved in the commissioning of production facil- 
ities and fixed assets, the mass production of new types 
of industrial output, the introduction of computers into 
the economy, as well as advanced production processes, 
mechanisation and automation of these processes. The 
plans for ministries contain a number of major target in- 
dicators, broken down riot only into three-month periods, 
but also for individual months. Most of the targets for pro- 
duction associations and enterprises arc set by the month. 

In 1979, the Central Committee of the CPSU and the 
USSR Council of Ministers adopted a resolution “On Im- 
proving Planning and Enhancing the Effect of the Econom- 
ic Mechanism on Raising the Efficiency of Production 
and the Quality of Work 1 ’, which defines ways to develop 
planning in the near future. The central idea of this res- 
olution is a further improvement in long- and medium- 
term planning. 

ihe current scale and conditions of economic develop- 
ment. place new demands on the structure and technical 
level of production, and on the use of productive capaci- 
ties and material resources. The key problems at present 
facing the Soviet economy include savings on fuel and 
energy resources, ferrous and non-ferrous metals, a cut in 
the capital arid labour intensity of production and capi- 
tal construction. 

These problems involved in the development of the econ- 
omy can be solved, given a clear and detailed assess- 
ment of the development prospects. In the course of five 
to ten years, changes can be made in the economy and 
scientific achievements introduced into production *011 a 
substantial scale. This is why five-year plans are be- 
coming the main form of planning for the entire national 
economy and for the activities of each individual enter- 
prise. The following procedure has been established for 
improving the perspective planning of economic and so- 
cial development. 
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1. The USSR Academy of Sciences, the State Commit- 
lee ol the USSR on Science and Technology and the State 
Committee on Construction draw up a twenty-year com- 
prehensive programme for scientific and technological prog- 
ress that is broken down into five-year periods, and this 
is presented to the USSR Council of Ministers and USSR 
Gosplan (State Planning Committee) no later than two 
years before the beginning of the next five-year period. 
Every five years, the necessary adjustments are made to 
the comprehensive programme and it is extended for 
another live years ahead. 

2. USSR Gosplan, together with ministries and depart- 
ments of the USSR and the Councils of Ministers of the 
Union republics, elaborates a draft of the main guidelines 
for economic and social development in the USSR for ten 
years (by five-year period) on the basis of the long-term 
socio-economic targets and the comprehensive programme 
lor scientific and technological progress. For tlic first five- 
year period, the key indicators are broken down for indi- 
vidual years, while for the second the main ones are set 
for the final year of the period (for the entire five-year 
period wRh respect to capital investment). Every five 
years, USSR Gosplan introduces the necessary amend- 
ments into the main guidelines and extends them for 
another five-year period. The draft guidelines consider vari- 
ous possible solutions to major economic and social prob- 
lems. USSR Gosplan presents this draft to the USSR 
Council ol Ministers, usually eighteen months before the 
end of the current five-year period. 

3. In accordance with the draft main guidelines for the 
economic and social development of the USSR, USSR 
Gosplan works out control figures for the key indicators 
and economic rates for the coming five-year period and 
distributes them by the year, then conveys them to the 
ministries and departments of the USSR and Councils of 
Ministers of the Union republics a year before the 
beginning of the relevant five-year period. 

The ministries and departments of the USSR and Coun- 
cils ol Ministers of the Union republics pass on the con- 
trol figures to associations, enterprises and organisations 
within a month after receiving them from USSR Gosplan. 

The associations, enterprises and organisations take the 
control figures as their guidelines in working out draft iive- 
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year plans for economic ancl social dcvelopinenl (with the 
targets broken down by individual years). Together with 
sales organisations, they carry out preliminary work with 
consumers and suppliers to decide the range (assortment) 
ol output lor I lie conclusion of economic agreements. The 
ministries and departments of the USSR and Councils of 
Ministers of the Union republics use the control figures of 
draft live-year plans drawn up by associations, enterprises 
and organisations as the basis for determining draft five- 
year plans (with an annual breakdown) for sectors and 
individual Union republics, and present these to USSR 
Gosplan. 

Considering these drafts, USSR Gosplan draws up a 
draft slate plan for the economic and social development 
of the USSR for the five-year period that is balanced for 
all indicators and broken down into annual targets. This 
is then presented to the USSR Council of Ministers no 
later than five months before the start of the next five- 
year period. At every stage in the planning, the desires 
and instructions of electors must he taken into account. 

In order to enhance the role of the five-year plan as the 
main form for planning the economic and social development 
of the USSR and the organisational principles governing 
economic activities, it is established that, within the state 
five-year plan for the economic and social development of 
the USSR for each year of the five-year period; 

balances of material and labour resources he drawn up, 
of productive capacity, finances and the money incomes and 
expenditures of the population; 

according to the established rates, material and financial 
reserves he envisaged for the needs of production, capital 
construction and scientific research work, and reserves of 
productive capacity when required; 

economic rates be confirmed, including for the wage fund 
and the economic incentive fund. 

The five-year plans must he drawn up on the basis of a 
set of technical and economic norms and rates for types of 
work, expenditure of labour, raw and other materials, fuel 
and energy resources, as well as rates for the use of produc- 
tive capacity and specific investment. During the five-year 
period, stable wholesale prices must he maintained in indus- 
try, and also estimated prices in capital construction and 
freight transport tariffs. 
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Assessment of five-year plan fulfilment is carried out at 
all management levels by calculating the progressive total 
results of each year of the five-year period, while for 
annual plans the figures for the beginning and the end of 
the year are taken. 

Annual plans for the economic and social development of 
the USSR are drawn up on the basis of the targets and 
economic rates set in the five-year plan for the given year, 
considering the required specification of these targets, the 
introduction of the latest scientific and technological achieve- 
ments, and the carrying out of economic and organisa- 
tional measures to ensure fulfilment of the five-year plan. 

The elaboration of the annual plan involves three stages. 
At the first stage, from analysis of the fulfilment of previous 
and current annual plans, USSR Gosplan (State Plan- 
ning Committee) makes recommendations for specifying the 
indicators of the five-year plan for the plan year and sends 
these to ministries and tho Councils of Ministers of the 
Umon republics. These government bodies, in turn, introduce 
their own amendments to the draft and hand it on for eon- 
s !f c l ration at onlerprise level. Enterprises determine the pos- 
sibilities for fulfilling the drafts and make suggestions of 
their own. 

in practice, the compilation of the annual plan begins from 
below, from the production association (enterprise) and or- 
ganisation. Assessment of the results of economic activi- 
ties, socialist emulation and the use of internal reserves pro- 
vides the basis for production associations (enterprises) and 
organisations to draw up plans tlie targets of which out- 
strip those set for the given year in the five-year plan. 
Plans adopted on the initiative of production associations 
(enterprises) and organisations and co-ordinated with the 
material resources available are included in the annual 
plan. Annual plans give the range (assortment) of output 
produced according to consumers’ orders under signed ag- 
reements. At the second stage, all the proposals made at 
lower levels are summarised and co-ordinated as the plan 
passes hack upwards to the highest planning level. This 
work is carried out along two channels: that of branch min- 
istries and departments, which elaborate the draft annual 
Plans, distributing the targets by association (groups of 
interconnected enterprises) and enterprise; and that of ter- 
ritorial planning, where the planning bodies of the Union re- 
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publics complete the preparation of the draft plan? for the 
development, of sectors of the republican economy and make 
suggestions concerning the development of production in 
enterprises under the jurisdiction of ali-Union ministries, 
-n accordance with the five-year plan targets for the given 
year and taking into account the drafts indicated, USSR 
Gospla n prepares a draft state plan for the economic and 
social development of the USSR for the coming year and 

S?,? lh ,t U ® SR Co '"* cil of Ministers at least font 
months before the beginning of the relevant year. After 

hc.ng considered by the USSR Council of Ministers and the 
Cental Comimttee of the CPSU, this draft goes to the 
USSR Supreme Soviet, where it is first studied in the stand- 
ing commissions, with ministries, departments and USSR 
uosplan taking part, and then discussed by the Supreme 
OMC . 1 ie amendments and additions introduced by dep- 
uties are taken into account by the Supreme Soviet, which 
then adopts the Law on the Stale Plan for the Develop- 
ment of the National Economy of the USSR 

Thus, planning in the USSR is an iterative process Tt 
begins with the elaboration of drafts that arc senl to all 
ne lowest links m the economic system for detailed anal- 
ysis specification and improvement. Then all the assoss- 
ments, proposal and recommendations reflecting the real 
possibilities within each specific production unit or enter- 
prise are summarised. Virtually all the participants in pro- 
duction and management take part in this work. After all 
the revealed reserves have been co-ordinated and the ways 
defined for solving problems that have arisen, the draft plan 
is handed over for consideration to the highest Soviet legis- 
lative body -the Supreme Soviet. The Supreme Soviet con- 
lums the plan, which then acquires force of law and 
reaches each executive body in this form. 

The interconnection between all the various planning lev- 
els can be pictured as a pyramid, with the plans for in- 
< ust rial enterprises at the base. Sectoral planning combines 
the enterprise plans into plans for production associations 
(gioups ol enterprises) and then into those for the central 
sectoral organisations and ministries; territorial planning 
combines them into plans for territorial planning bodies 
and then into those for Union republics. Finally, the ton of 
the pyramid is crowned by the state plan for the develop- 
men L of the national economy of the USSR. 
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All the plans are drawn up in both value and physical 
terms-the quantity of particular types of output si a ed for 
production during the plan period. The national economic 
plan constitutes a combination of the targets set for indi 

} ldua f, ector ® ? f the economy in accordance with the goal 
facing the whole economy for the given plan period These 
Luget^ are grouped into separate sections. The structure 
<1 (he state plan naturally depends on how developed th > 
economy is, on the social and sectoral structure of male 

Tim w?' ICUOn ’ a? Wel J as the - oai * targets of the plan 
Ihc sections connected with social problems occudv an im 

porlant place in the state plan. Each such plan outlines cl v 
tarn prospects for the further rise in the peopled income'' 
the development ol science, culture and the health service' 
ie plan contains sections determining the development 

eLn rade y ’ma7 CU ^ fturo, transport and communications, for- 
g 1 tiade, material and technical supply, retail turnover 
individual economic regions, as well L tlm ‘lar dard of 
Imng. The summary section of the plan is the master vhv 
oi ie f evelopment of the national economy which in 
dufe basic indicators for material production labour 

fiaailce J Production costs and accumulation The real 

o?S,X n « n ° m I i; IiVisira ’ " f “<« «r s atToii 

inaiutiy and other economic sectors are reflected in the 
sectoral structure of the national economic plan 

ie prnnary link m the system of sectoral planning is 
he miterpnse plan, which determines the volume and time 
b lor production, the resources required for this a- 
well as rational economic links with other enterprises and 

peSmancm “ d ’ fl " alIy ’ financial indi ^tor s of economic 

these n!L? idd !f - le ( Vel l 4,10 flrm 0r oration aggregates 

respect to th d mt ™ duces “ number of new ideas with 
lespect to the co-ordination of the enterprises under if, 

S Ctl<> ?i l hese l include the solution of problems i ri- 
te tn •' Speciallsat,on and co-operation of production 
iiicri policy , wages, prices, marketing output, and so on' 

deii .ri the central economic bodies (ministries and 

departments) envisage: the volumes of the kev tvnes n 

S “tooling T n T* lhC Wa * > 

onenti a . Gxistm 8 enterprises, specialisation, co- 

strucHon T C ° mblll ? tl0ri of ty l )CS oF Production; new con - 
1 ' assumin S ^‘at existing capacity and fixed assets 
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are put to their hesl use; and financial indicators. The sec- 
toral plan outlines the development of the most efficient 
types of production in terms of technological processes, 
mechanisation and automation, the manufacture of proto- 
types of the most important machinery, mechanisms, equip- 
ment. materials, and commodities for the population. Con- 
siderable attention is focussed on elaborating and applying 
progressive expenditure rates for materials, fuel and man- 
power, on making rational use of productive capacity, rais- 
ing labour productivity and reducing costs. 

Sectoral planning does not cover many problems related 
to economic links, so it is combined with territorial plan- 
ning by economic region. This is dictated, primarily, by the 
fact that each enterprise is connected with others, both with- 
in the given economic region and beyond. A regional (ter- 
ritorial) plan is also needed because some enterprises come 
under the jurisdiction of various levels of management (lo- 
cal and republican industry), i.e., are not subordinate to 
centralised management of economic sectors. 

Tu the USSR, the co-ordination of all economic plans 
is carried out by an interconnected system of state plan- 
ning bodies- the State Planning Committee of the USSR 
Council of Ministers (USSR Gosplan), the planning com- 
mittees of the Union arid autonomous republics, the plan- 
ning commissions of the executive committees of area, dis- 
trict and regional Soviets of People’s Deputies, department- 
al (planning and economic boards and divisions of 
ministries and departments) and production ones (planning 
divisions of enterprises and organisations). 

The state planning bodies can he split into three levels: 
overall state, republican and local ones. Organisationally, 
they constitute a unified system, and their common task 
is to elaborate comprehensive plans for the development of 
the national economy (for the country, Union or autonomous 
republic, area, district or region, respectively) and to 
supervise their fulfilment. 

The central national economic planning body is USSR 
Gosnlan, which is subordinate to the Council of Ministers 
of the USSR and carries out overall state supervision of 
the actual planning process. USSR Gosplan not only draws 
up the national economic plans, it. also checks the course 
of their implementation. In this, particular attention is fo- 
cussed on commissioning production facilities on time and 
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putting new types of goods into production. USSR Gosplan 
makes lecommcndations for the Government on measures 
to prevent individual inconsistencies in the economy’s de- 
velopment. that, might arise during the fulfilment of the 
plan. 

Special functions in overall state planning are carried 
out by the State Committees of the USSR Council of Min- 
isters— for building; for science and technology; for ma- 
terial and technical supply, their titles indicating their pur- 
pose. 

Detailed planning of the development of economic sec- 
tors js the job of sectoral ministries and departments, in 
which the management of production, R and D are con- 
centrated. 

territorial planning is carried out by economic bodies 
and local planning commissions. District (area), town, and 
regional planning commissions elaborate draft comprehen- 
sive plans for the development of the economy and culture 
and present them for the approval by the corresponding 
executive committees of their local Soviets of People’s Depu- 
ties. After being approved by the Soviets, these plans are 
sent to the higher planning bodies. 

The aspects of socialist planning outlined above ensured 
the success of the USSR’s socio-economic development. 
This is evidenced, for example, by the results of the 
planned, balanced development, of the Soviet economy over 
a long period. Since 1927, the end of the restoration pe- 
riod in the country, nine five-year plans have been adopted 
and fulfilled (1928-75). This period includes the years of 
World Mar II and of the time when the war-ravaged 
economy was being rebuilt. 1 During these five-year periods, 
the national income of the country has risen 57-fold, while 
the gross industrial product has gone up 113 times. In 
1976, the per capita national income produced in the USSR 
reached 1.973 dollars at, official exchange rates, and 2,423 
dollars at comparable prices. 

1 Tin' destruction and losses inflicted by World War II on tho 
soviet Union were immeasurably greater than those suffered by 
any other country. The overall loss is estimated at 1890.000 million 
rou bios m 1941 prices, which is over five times the 1940 Soviet 
national income. The destruction affected 1,710 towns and 31,850 in- 
o us trial enterprises. The national income dropped by a third, agri- 
'Htural output by fwo-tliirds. The most terrible loss caused by the 
war was the death of more than 20 million Soviet people. 
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All social strata in the Soviet Union have benefited di- 
rectly from this accelerated economic development. 

The success in Soviet economic development has pro- 
vided actual proof of the influence exerted by state planning 
on the rate of economic growth, the creation of an inde- 
pendent economy and the rise in the standard of living. 


The Contradictory and Limited Nature 
of State Capitalist Programming 

Almost all industrialised capitalist countries now practise 
some sort, of planning on a national scale. This new 
phenomenon m the capitalist states is known in Soviet 
literature as “state economic programming”. 

Until the 1929-33 Great Depression, capitalism had com- 
plete faith in the free enterprise principle, the “free” play 
and self-regulation of the market economy. The crisis un- 
dermined this faith, however, arid stale intervention in the 
economy began to increase, yet it was only after World 
War II that economic programming began to develop ori 
a W1 'de scale, and this process has gained momentum in 
the last twenty years. The economic development pro- 
grammes of France, Italy, Japan, and the Scandinavian 
countries are cases in point. 

'I'lie West European country with the most experience 
of slate-monopoly programming is undoubtedly France, 
which lias made six attempts to carry out national eco- 
nomic development programmes since 1947. In 1976. the 
seventh “five-year plan” was announced. Britain started to 
introduce programming at a much later date. The first 
macro-economic programme was the Labour Government’s 
National Plan for the mid-60s. After the period covered by 
this programme had expired, a new government white 
paper entitled “Tasks for the Future” (1971-75) was pub- 
lished, setting out the Conservative Party’s economic poli- 
cy. In Italy, the two state programmes— the “Vanorii Plan” 
and the “Pieraccini Plan” (1966-70)- became widely known. 

At the end of the 60s, the Federal Republic of Germany 
officially declared its transition to programming. This is 
particularly remarkable because West German bourgeois 
theoreticians for a long time rejected the attempts by 
French economists to control economic development and fa- 
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voured neo-liberal concepts of the “free market economy”. 
The transition to programming in West Germany was ini- 
tiated by the adoption of a four-year budgetary programme 
and Zielprojektion outlining the solutions to a number 
of long-term problems involved in the country’s socio-eco- 
nomic development, Holland has developed its own specific 
approach to economic programming. Here, for many years, 
the Government has been compiling short-term programmes 
and co-ordinating them with the annual state budgets, 
as well as medium-term programmes— forecasts for a five- 
year period. Japanese economic development is also taking 
place along programming lines. Japan has, to date, elabor- 
ated seven medium-term “plans”. 

Economic programming can be regarded as a method for 
elaborating and pursuing, under modern capitalist condi- 
tions, an economic policy geared to determining the most ef- 
ficient ways to promote the collective interests of the class 
of entrepreneurs or individual groups of them. The capital- 
ist state tries to plan economic policy in the interests of 
the dominant classes. Programming of the national eco- 
nomy is a state-sponsored undertaking developed by govern- 
ment bodies. 

Intrafirm planning arose much earlier than state pro- 
gramming of the national economy in the capitalist coun- 
tries. This type of programming lias existed for a long time, 
in fact, since the concentration of production began. The 
further concentration of production, which makes the main 
contradictions in the market economy even worse, engen- 
ders palliative measures to smooth them over. Slate eco- 
nomic programming thus constitutes a practical attempt to 
reach a “compromise” between the social character of pro- 
duction and private property. 

In contrast to the socialist countries where national 
economic planning is a direct consequence of the public 
ownership of the overwhelming mass of means of produc- 
tion, programming in the capitalist ones is conditioned by 
a series of contradictory factors. 

Soviet economists have already revealed the general and 
specific reasons and factors behind the emergence of eco- 
nomic programming and have shown the objective precondi- 
tions for its emergence and development. Tlie key one is 
that modern productive forces require balanced development 
in order to function, which is engendered by the growth of 
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productive forces, given the enormous increase in the 
property belonging to monopoly amalgamations, the further 
concentration of production, and the constantly growing 
complexity of the entire economic machinery and its ties 

Currently, one of this process’s chief distinguishing fea- 
tures ,s the tremendous increase in the number of mergers 
and the formation of supermonopolies, conglomerates influ- 
encing whole complexes of industries. The aim of forming 

ro!!,nTt erate ' It t0 rid of «>nipetitors or potential 
competitors in the production of new products. Tl,o result 

if that mtrafirm planning and overall state programming 
draw closer and closer together, which enhances the role 
o! the largest monopolies in the elaboration of imperial- 
ism s economic and political strategy. 

AH this has an all-round effect bit the development of 
slate economic programming. It, is manifested, first, in the 

?, fjfy P ,lb,ic sector that is managed 

bv tin state itself. Since the public sector is not, however 
[he dominant one, (he market subordinates it to its own 
interests— those of private entrepreneurs and, consequently 
subordinates state management of the nationalised sector 
°r the economy to these interests, too. Second, it appears 
m the need for huge investment for technological progress 
and this necessitates a high concentration of capital and co- 
ordination of individual research programmes. At present 
the industrialised capitalist states arc increasingly takirm 
over the functions connected with technological' progress^ 
(lie financing of technical research, reconstruction the de- 
velopment of certain new industries, the implementation 
of space research programmes, the financing of education 
and investment of public funds in the infrastructure. This 
is one of the mam trends in the activities of the capitalist 
slate today. In connection with the development of mili- 
tary-industrial complexes in the major capitalist countries 
the increase in arms production capacity is state-financed 
and based on government orders. This policy requires co- 
ordinated measures on a national scale, plus centralisa- 
tion and regulation. 

Many major features of modern imperialism are conse- 
quences of it having to adapt to the new conditions, to the 
struggle between the two systems. In this context, there 
can he no doubt that the transition to programming was in 
a way, capitalism’s response to the political and economic 


challenge of socialism, an attempt lo demonstrate the “com- 
mon goals’ of capitalist society’s antagonistic classes. The 
very existence of the socialist countries, plus the growth 
in their economic might and the international prestige of 
the socialist system, exerted an impact on the emergence 
and development of capitalist programming. The successes 
of the entire socialist system in post-war years have led 
to an upsurge in demonstrations by the working people in 
the capitalist countries for democratic transformations and 
for restrictions on the arbitrary behaviour and power of 
monopoly capital. So capitalist programming must not be 
regarded as just a new form in which the class interests 
of entrepreneurs are, with respect to the conditions for 
internal development, being realised. The transition to pro- 
gramming was enforced by pressure from the people of 
several countries united into broad popular fronts. 

In individual countries at various stages of economic de- 
velopment., state programmes have announced different 
long-term economic policy goals corresponding to the spe- 
cific conditions. Until very recently, however, program- 
mings chief goal was still to ensure high and stable eco- 
nomic growth rates in the capitalist countries and an over- 
all increase in their production efficiency. 

Under the economic competition and struggle between 
the two world systems, the problem of raising economic 
growth rates has become of prime importance in the capi- 
talist countries. This is particularly emphasised by bour- 
geois theoreticians, some of whom even believe that the at- 
tainment. of this goal through programming is virtually 
the only way for the capitalist countries to get out of the 
dead end in which they have been trapped by the growing 
influence of the world socialist system on the entire course 
of world development today. In the opinion of bourgeois 
economists, the West is threatened with defeat. The two 
systems seem t.o be waiting for the judgement of the whole 
world, which would decide which of the two systems 
could develop faster. French social-reformist theoreticians 
agree that the growth rate of industrial production is much 
lower in most capitalist countries than in the Soviet 
Union. Under contemporary conditions, the ruling quarters 
in France see high economic growth rates as a major 
means for rehabilitating capitalism as an economic system. 

The problem of growth rates has assumed special sig- 
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mficance in the countries of Western Europe, where it has 
been exacerbated by tho competition from tiie USA and 
Japan, and the vital need felt by some countries, partic- 
ularly Britain, Italy, France, and Holland, for a restruc- 
turing of their economies, owing to the final collapse of 
heir colonial empires. 1 1 is not surprising that the prob- 
lems of economic growth rates and the modernisation of 
the economic structure have been put. forward among the 
cniel goals oi these countries’ economic programmes. 

In spile of this common interpretation of programming’s 
mairi goal, the last decade has seen a certain change in it. 
Hus is a result of the change in the very concept of eco- 
nomic growth which, bourgeois programming theoreticians 
believe, should, during the scientific and technological rev- 
olution, take account of the “quality of life”. The new ap- 
proach to the problems of economic growth rejects the lop- 
sided position demanding a concentration of all efforts in 
raising the gross national product. Those who support this 
new approach, including the American economists Samuei- 
son and Galbraith, believe that to measure economic growth 
on the basis of changes in the GNP does not give a true 
picture of it, since such factors as the state of the envi- 
ronment are not taken into account. They think that the 
industrialised countries should virtually aim for a droo 
in economic growth rates, in order to avoid its “social 
co , • 1 hls became particularly topical in the mid-70s 
wiien an economic recession became a reality, whether the 
programming theoreticians liked it or not. 

hhe acute social conflicts have led to a superficial trans- 
formation of the planning” activities of the state. Bour- 
geois economists write more and more frequently about the 
need for social planning”, such government programmes 
in a number of countries being called “socio-economic de- 
velopment plans . During the elaboration of France’s sev- 
enth plan, efforts were made to determine indicators for 
social development. There are real grounds for such changes 
since the stale is assuming more and more of the costs 
involved in creating the overall conditions for the efficient 
functioning of capital- the financing of the education sys- 
tem the training of personnel, urban construction, public 
health and so on Without affecting the essence of produc- 
tion relations the bourgeois state is fulfilling the minimum 
oi social tasks for ensuring favourable conditions for the 
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monopolies' activities. Hence the desire to advertise the 
social programmes publicly, while deliberately restricting 
detail on their content. Thus, the seventh French plan sets 
out a limited range of priority problems, while only gener- 
al approaches are outlined for their solution. The proce- 
dure for taking these measures is not revealed; nor is any 
detailed description given of those in the socio-economic 
field. 

Bourgeois economists investigating the problems of eco- 
nomic programming have chosen tho term “indicative plan- 
ning’ to describe it. As they see it, this is synonymous to 
Lhc terms “liberal” or “relaxed” planning, which they often 
use instead of, or in conjunction with, “indicative plan- 
ning”. “Most writers use the term ‘indicative’ in the wide 
sense to refer to any planning which depends on instru- 
ments that are of a ‘non-coercivo’ or ‘soft.’ character.” 1 
The way indicative planning is described most typically is 
that it involves the “education” of private entrepreneurs, 
using a method based on two interconnected processes. The 
first is a series of forums to collect primary information on 
the economy. The second involves the transformation of 
all the data obtained into a co-ordinated project for stud- 
ying the market. 

'I’lie programmes’ targets take the form of recommenda- 
tions, without always indicating where resources and means 
required for their attainment can he obtained. The cen- 
tral part of the programmes is thus made up of economic 
forecasts. Programming is essentially the determination and 
prediction of the possible state of the entire national econ- 
omy and individual sectors for some period to come, as- 
suming that the economy will continue to develop in ac- 
cordance with existing trends and considering the influence 
of certain factors and some government measures to be 
taken in the future. It is such forecasts that arc often called 
national programmes and economic development, plans. 
Since the development programme of a capitalist country 
is always closely connected with the market, economic pro- 
gramming usually consists in attempts to predict the fu- 
ture state of the economy, depending on market fluctuations. 

Although the majority of capitalist countries that have 


1 V. Lutz, Central Planning for the Market Economy . An 
Analysis of the French Theory and Experience, London, I960, p. 53. 
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introduced economic programming have already accumulate 
ed some experience in iields such as the elaboration of 
programmes and the use of current economic policy instru- 
ments in their implementation, the multiple attempts by 
bourgeois economists to provide a theoretical background 
t° economic programming as a method for centralised eco- 
nomic management under capitalism have been fruitless. 

1 he lack of a unified theory of bourgeois economic pro- 
gramming constitutes factual recognition of capitalism’s ina- 
bility to plan its economy, a forced admission on the part 

0 Ui e contemporary bourgeoisie’s ideologists that, under 
capitalism, with its antagonistic class relations, planned, bal- 
anced development on a national scale is impossible. 

Bourgeois economists have not, however, given up. Re- 
cently there have been increased theoretical searches in a 
somewhat different direction. This applies to the elabora- 
tion ol so-called “national” concepts of iong-term economic 
policy and programming, to the development of a theory of 
economic policy. The authors of such theories concentrate 
primarily on the problems of formulating and determining 
the goals of economic and social development, the choice 

01 levers lor ensuring the practical implementation of the 
proposed measures, and the formation of a set of such le- 
vers. Modern economic policy theories are tied in with so- 
called economic growth theories, whose purpose is to sup- 
ply a model of a stably developing economy with lull em- 
ployment of productive capacity and manpower. 

In spite of the certain differences between Lliese national 
concepts (each of them reflects the specilics of a particular 
country s development, the scale and traditions of state- 
monopoly influence on the economy, the intensity of the po- 
litical struggle, and so on), there are no serious differences 
ol opinion between their authors concerning the interpre- 
tation of the goals and nature of economic policy at the 
given stage of capitalist development. They are unani- 
mous that capitalism has ceased to be an automatically 
sell-regulating system and that constant state intervention 
is required for it to function. They only disagree on the 
scale and methods of state intervention in economic affairs 
l,h rough programming, on the optimal correlation between 
centralised and decentralised management in the market 
economy, and on how to combine incentive and coercive 
measures in implementing the programmes. Certain suppor- 
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tors ol indicative planning (Masse, Perroux, Shoniield, 
and others) propose the maximum expansion of state man- 
agement possible under capitalism and the wider appli- 
cation of coercion with respect to private entrepreneurs, 
lhe domination of private property and the “atomistic” 
structure of capitalist society engendered by it act as an 
obstacle to any, however serious, attempts to apply coer- 
cive measures for restricting freedom of enterprise and free- 
dom of exploitation. This is stressed by all foreign re- 
searchers into capitalist programming as the main difference 
between this form of economic management and planning 
in a socialist economy, which they call “normative” or “coer- 
cive" planning. 

The immediate goal of indicative planning is to improve 
the supply of information required for decision-making in 
the private sector, indicative planning is characterised by 
two elements: minimum coercion in implementation of the 
plan tasks and maximum freedom in decision-making. Tbe 
indicative plan does not replace the market or the system 
of price formation. It simply adds the information available 
on the conditions under which they function. Bourgeois econ- 
omists see this sort of planning as a system resting on the 
revelation of desired goals, rather than orders for attaining 
thorn. Indicative planning is based on prediction of future 
development, rather than modilication of it. This informa- 
tional aspect of capitalist programming is a sort of reflec- 
tion of the recommendatory nature of Lhe indicative plan, 
which sets not obligatory goals, but only so-called desired 
ones. Hence the small amount of detail on the indicators 
of the programmes, which are drawn up taking account 
only of the interconnection between the key macro-econom- 
ic values, with detail provided up to the level of the lead- 
ing economic sectors at best. 

When “planning” is confined to the setting of general 
targets and recommendations, when decision-making is de- 
centralised and the economic units are not under Lhe imme- 
diate control of state management bodies, the only way to 
direct economic development along the lines outlined in the 
programme is to provide some material incentive to private 
firms. The incentive aspect of the plan is based on the state’s 
application of a wide variety of economic incentives 
lor “purchasing” the co-operation of private firms. 

Direct and indirect subsidies, privileged depreciation con- 
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ditions, credit, controls over prices and wages and other such 
incentives might draw the attention of private entrepreneurs 
to the plan, and even make participation in its imple- 
mentation attractive to some of them. It is obvious, how- 
ever, that the capitalist will ignore any national plan and 
reject credit, tax and other privileges and priorities, if the 
economic situation promises him bigger benefits. 

The impossibility of ensuring real control over the course 
of programme fulfilment under capitalism is a major reas- 
on for the “plans'' in capitalist countries failing to be 
effective instruments of economic management. This is rec- 
ognised even by bourgeois critics of programming. It means 
that indicative planning is incapable of fulfilling its 
duel function, that of avoiding spontaneous development 
and influencing its course. 

I he limited nature of capitalist programming is inbred 
bmce it operates on the “informational basis of the self- 
introduction principle”, the programme a priori excludes the 
possibility oi any situation arising that will require it to 
>e le viewed. It follows in the wake of the production cycle, 
urges economic boom into an upswing and tries to soft- 
en the sharp fall during crises. The “indicative plan” is 
quite helpless when the need arises for a review of the 
programme and the application of stricter measures essen- 
tially rejecting the principle of “self-introduction”, as con- 
firmed by French planning practice. 

I he third breach plan, for example, was typical. From 
the very start it became obvious that the plan’s chief goal— 
to ensure a high rate of investment, given a low level 
of personal consumption— was simply unattainable. The 
danger arose of the plan collapsing altogether. Under the 
circumstances, the machinery of indicative planning proved 
incapable of resolving the problem. Stricter control mea- 
sures had to be applied. Such “planning” can only really be 
effective if it is backed up with a coercive mechanism ca- 
pahle of redistributing priorities in the use of resources 
when conflict situations arise. 

the methodology of capitalist programming is based on 
bourgeois economic theories— individual postulates of clas- 
sical bourgeois political economy, Keynesian, neo-Keynesi- 
an arguments, growth theories, econometrics and manage- 
ment science. 1 his book docs not aim to explain these 
theories in detail, for Marxist economic literature contains 
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deep and detailed critical analyses of bourgeois economic 
theories and considers their influence on the formation of 
ideas concerning capitalist programming. 

The point of departure for developing a set of instru- 
ments for state programming was provided by the analyti- 
cal methods proposed by Keynes' economic theory. This 
does not mean that the theory of programming methods 
should he totally identified with Keynesianism. Keynes him- 
self drew no conclusions at all concerning the need to elab- 
orate slate economic development programmes or a cor- 
responding state economic policy. According to Emile 
James, Keynes “did not raise the question of the systemat- 
ic control or planning, nor envisaged any important struc- 
tural reform”. 1 Yet Keynes’ ideas exerted an influence on 
the development of capitalist programming. Keynesians de- 
veloped a theory of growth. The neo-Keynesian growth the- 
ory postulates important for the programming methodology 
are: definition of the rate of growth as a function of accumu- 
lation in the naLional income and the efficiency of this accu- 
mulation; the presence of the Multiplier and Accelerator 
and the differentiation, in this context, between autonomous 
and induced investment; establishment that changes occur 
in the time coefficient of capital and material intensity 
and their influence on the structure of production. During 
the transition from the static Keynesian theory to the the- 
ory of growth, bourgeois economics took a major step in 
revealing the capital-product coefficient, which became one 
of the key parameters in elaborating the first programmes. 2 
'liie new indicator reflected a certain link between the in- 
crease in fixed capital and the growth rate of the gross 
product required for a dynamic equilibrium, considering 
that investment creates not only income, but also new pro- 
ductive capacity. 

In contrast to neo-Iveynesian analysis, in neo-classical 
growth theories capital accumulation acts as one of the fac- 
tors, together with manpower and technological progress, 

1 Emile .Tames, Histoire de la pensee economique au. XXe siecle, 
tome TT, Apros la “Theorie generate” do J. M. Keynes (1936), 
Presses Univorsitaires do France, Paris, 1955, pp. 343-44. 

2 Both average and marginal capital coefficients came into 
widespread use. Iti the capitalist countries, especially the Common 
Market, considerable work has been done on standardising the 
methods used in these calculations. 
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determining economic growth. It is technological progress 
that is given primary importance in economic regulation 
and programming. Research into the sphere of program- 
ming and forecasting in recent years has taken the form 
oi a search for answers to three types of question: 1) What 
are the opportunities created by the use of modern pro- 
duction techniques? 2) What are the trends in further 
technological development, taking into account the impact 
of economic and social factors? 3) What technical changes 
would be desirable in order to ensure fulfilment of all the 
tasks put forward in the plan? The nature of these questions 
testifies that technological progress is allotted a major role 
as a factor promoting socio-economic development in both 
the theoretical investigations and state programmes for 
economic development. 

In the search for answers, substantial efforts have been 
made on developing qualitative and quantitative methods 
lor estimating the influence of various factors. In pro- 
gramming and forecasting theory, the qualitative methods 
are scenarios’ , “systems analysis” and “goal analysis” 
Bourgeois researchers believe that the “writing of scena- 
' i° s constitutes an attempt to establish the logical course 
of events, indicative of a certain transition from the 
current situation to some future one, making it possible 
to gradually build up a general picture of the future. The 
drawing up of “scenarios” is somewhat reminiscent of mil- 
itary strategy. Its goal is to demonstrate the theoretical 
possibility or impossibility of fulfilling the tasks put for- 
ward, and to justify an active state policy for overcoming 
random trends in development. 

In practice, it is descriptions based on assumptions con- 
cerning the overall distribution of consumer durables the 
increase in free time, the share of “collective” consumption, 
and the extent of income fluctuations that are used more 
otten. Such “scenarios” make it possible to pinpoint prob- 
lems and determine crisis situations. 

While systems analysis is connected with the determina- 
tion or variants, goal analysis, given multigoal tasks, is 
used to assess the consequences of the particular choice 
made, to describe the logical links existing between the 
group of tasks and the group of resources, set out in a par- 
ticular order, the concepts of a “tree of aims” and “decision 
tree are employed. 
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Quantitative analysis of the role played by various fac- 
tors in economic development provides part of the basis 
for building up a set of modern programming instruments: 
economic growth models, investment models and produc- 
tion functions, national accounts, etc. 

Capitalist programming was originally descriptive in na- 
ture. It made use of gradual approximations to find solu- 
tions by trial and error. Later programming methods began 
to be based on a formal econometric approach to analysis 
of economic processes. The econometric approach involves 
formalisation of the interconnections in the economy in or- 
der to build a development model. In contrast to the de- 
scriptive approach, this makes II possible, during the elabo- 
ration of the programme, to measure the quantitative de- 
pendence between the parameters of the economic process 
and select an economic policy. 

Capitalist programming has adopted the conclusions of 
econometric research and makes active use of the rich 
range of econometric methods. Government organisations 
engaged in national economic policy-making use mathe- 
matical economic models and elaborate economic program- 
mes on their- basis. 

The building of models begins primarily with a defini- 
tion of their purpose. This might, be substantiation of eco- 
nomic policy, empirical testing of a hypothesis, economic 
forecasting, or a quantitative assessment of the effectiveness 
of state measures. Econometric models constitute a system 
of equations combining aggregate indicators for the nation- 
al economy and reflecting certain economic correlations. 

The macro-economic models used in programming can 
be divided into two groups according to the way decisions 
are made with respect to influence on economic processes. 
The first group consists of descriptive models that do not 
contain parameters connected with decision-making. These 
are a variety of determinate models of economic growth 
and the capitalist cycle and can be expressed by homoge- 
neous first order linear equations and non-homogeneous 
linear equations. In Ibis case they provide a picture of eco- 
nomic development in stationary and non-sta lionary states 
respectively. Models including equations of this type, but 
of a higher order, reflect cyclical fluctuations and long-term 
dynamics. 

Only models with first order equations are used for mak- 
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mg a subjective choice of a development programme vari- 
ant. The elements of the model are assumed to be in equi- 
librium within the coniines of the concepts established in 
the models for chiefly anti-cyclical policy purposes it is 
models with second and third order equations that are used, 
bucb models also include those that do not yet involve 
the search ior a solution hut contain the principle of feed- 
back and information of a historical nature. The first 
simple control models without a clearly formulated decision 
function may also he included in this group. Such inter- 
mediary models are used widely to decide short-term eco- 
nomic stabilisation measures. 

The second group of models widespread in programming 
consists oi models with decision vectors assumed to he an 
essential condition for the choice of socio-economic devel- 
opment criteria. Such models describe three periods- that 
preceding the transition (up to the time the programme 
comes mlo effect); the actual transitional period duririo- 
which control functions assist in transforming the initial’ 
economic structure into a new one, whose main features 
are determined by the criteria for choosing solutions or 
, rior ™ atlve ^rm of the development goals; the period 
beyond the programme’s time horizon. 

I be significance of the characteristics of these different 
econometric models should he noted. When programming 
was just developing, the first group of models was the most 
widely used, with macro-economic forecasts or estimates of 
the economic cycle being considered as the main elements. 
Economic forecasts provided only a background for the si- 
mulation of various government measures, whose influence 
on the economy was assessed subjectively 
As programming developed and the sphere of state in- 
tervention m the economy expanded, a quantitative method 
became necessary tor assessing the results of each partic- 
uiar economic policy instrument’s influence. In this con- 
text, new methods began to be used for elaborating the 
programmes. Hence the understandable interest in models 
with decision elements and in control models, in which 
tne interconnections are analysed between state policy in- 
struments and the response of the production machinery 
within the economic system. The approach to economic 
simulation principles also became more sophisticated Be- 
ginning with the simplest models of a Keynesian type," cap- 


italist, programming turned to single-stage and multistage 
macro-economic models and control models. The diverse 
models used in economic simulation developed from short- 
term ones for finding ways to stabilise the economic sys- 
tem, to long-term models for the choice of economic poli- 
cy, from single-sector descriptive to complex systems and 
multistage intersectoral dynamic ones. The transition from 
the simplest models to the elaboration of adaptive ones, 
including analysis of the effect resulting from the deliber- 
ate goal-oriented impact of government policy on economic 
development, reflects the expansion of the bourgeois state’s 
economic f u net-ions. 

The interpretation of the economic phenomena on which 
macro-economic multisectoral and sectoral models are built 
is inseparably linked with the concepts of the various 
trends in modern bourgeois economics. Considerable atten- 
tion is focussed on the financial and material aspects of 
capitalist reproduction, w r hile the problems of production 
relations are left out of the analysis, though it is these 
that in fact hold hack the development of capitalism’s pro- 
ductive forces. 

State programming in many West European countries 
and Japan may be called partial planning. The indicative 
plan envisages not the elimination of the market and its 
laws, but assistance to the market through economic poli- 
cy measures, while the state uses a specific, limited part 
of directly controlled resources in an attempt to affect the 
development of all the various economic elements. 

The interaction between the part and the whole is placed 
by bourgeois economists at the basis of their analysis of 
the link between the attainment of overall national goals 
and the limited resources and means in the hands of the 
state. It. can exercise a constant influence on the develop- 
ment, dynamics of those elements on which the entire re- 
production mechanism is functionally dependent. These ele- 
ments arc the volume and structure of public spending, in- 
vestment, I he volume of production in the nationalised sec- 
tor, the size of subsidies for certain sectors and privileges 
(financial, material, etc.) for export sectors or may he rep- 
resented other resources and means controlled hv the 
stale. The greater the divergence between the parameters 
controlled by the state, the less determinate become the 
results of their interaction. The same can be said about the 
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oxtont to which state programming is indicative and par- 
tial in nature the narrower the range of instruments used 
to influence the economy and the smaller the volume of the 
various resources in the hands of the state, the less certain 
becomes the attainment of the goals sot in the development 
piogiamme Thus, the scale of the influence exerted by 
state-controlled parameters on all the other elements of the 
economy varies. 

In recent years a tremendous interest has been shown in 
the problems of decision-making under conditions of in- 
determinacy. Not only state policy, but also the policy of 
entrepreneurs and those engaged in production, the reac- 
tlon a " c demand on the part of consumers are studied by 
assessing the interaction between the various indicators of 
development and empirically testing the level of depen- 
dence. In investigations into the influence exerted bv the 
economic policy of entrepreneurs or changes in the struc- 
ture of consumer demand, the volumes and structure of 
public spending and government investment, which were 
previously taken as exogenous, can act as endogenous para- 
meters in formalised models. " 1 

Research yielded a general model for the conditions of 
mdetermmacy whose goal, taking into account external 
conditions and the availability of information or. changes 
in the environment in the past, is to help find solutions 
doling the transition from one structural state to another. 

i n f', 1 ! 01 '" 1 lorm lho economic system is represented 
by the following equations: 

At+\ = T a (A t ,IT h D t ) 

where fUnCti ° n f ° r thc transformation of the economy, 

A f — is the structural vector of the state of the system 
at moment t ; 

//,-is the structural vector or external conditions: 

1J t~ is the decision vector; 

D^T n (A t _ r , H t . r , y ( ), 

where V,— is the vector of external conditions for the de- 
cision taker; 

H, - r ,7 is . th ® veclOT of past information on the period 
\t—r) at moment t ; 
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A t _ r — is Lho state of the system at thc moment (t— r) be- 
fore the decision is taken. 

In practice, in order to elaborate formalised construc- 
tions of this type between the elements of long-term policy 
for transforming the economy and the change in the ele- 
ments of the economic system, the interdependence between 
them must be traced distinctly. In this it is usually as- 
sumed that the transformation of the existing structure 
takes place through a transition to a state of disequilibrium 
for the subsequent purpose of attaining a balance at a 
higher level. If the transition takes place starting from a 
state of imbalance, the development is accompanied by re- 
source losses that cannot be covered by the gains from 
the disproportionate development. Thus, the nature of the 
capitalist economy excludes the possibility of attaining the 
degree of precision required. The indeterminacy of the 
very policy of the bourgeois state, resulting from the con- 
tradictory nature of the capitalist system and thc growing 
complexity of all interconnections in economic, scientific, 
technological and social development, also exerts a negative 


impact. 

The instability of state economic policy is also engendered 
by thc contradictory nature of capitalist programming’s 
long-term goals. The interconnection between long-term 
and short-term programming is not as clear in practice as 
it is in theory. Formal constructions cannot provide a re- 
liable basis for choosing an economic policy also because, 
in such a relatively narrow field as economic forecasting, 
the degree of arbitrariness is quite great. Yet. even though 
a certain experience has been accumulated in economic 
forecasting and the forecasting of the development of tech- 
nology, no satisfactory methods have been developed for 
co-ordinating forecasts in science and technology with eco- 
nomic development and their economic consequences in the 
social and humanitarian fields. This, in spite of the fact 
that, as the Secretariat of the UN Economic Commission 
for Europe assorts, a vital need is felt for such methods. 
Neither has social programming been developed as re- 
quired. 

All Ibis prompts the conclusion that bourgeois economics 
is in acute need of a set of instruments for elaborating 
programmes that would make it possible, given limited 
controlled resources, to safeguard the “collective” interests 
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°i the dominant classes, to maintain the “social equilibri- 
um ( Ot the capitalist system and, at the same time, leave 
the sacred principle” of private property unaffected. 

it should be stressed once more that the Marxist-Lenin- 
ist political economic thesis correctly states that planned 
development is incompatible with the capitalist economy 
i\ot a single capitalist state has so far managed to avoid 
the chief ills of the capitalist economy— crises, unemploy- 
ment, idle productive capacity, inflation— in spite of intro- 
ducing programming. Neither have they been able to avoid 
economic recessions. The growth rate of production attained 
by these countries at the turn, of the 70s was nowhere 
near the target set in their economic programmes. In 1974- 
/.), there was an unprecedented drop in the volume of pro- 
d notion, which testifies that programming does not provide 
lor effective management of productive forces nor elimi- 
nates imbalances in the development of the capitalist econ- 
omy. Moreover, in some countries it even exacerbated the 
economic problems, making the working people’s already 
difficult position even worse. J 

1 he supporters ol the various socio-economic concepts 
argue fiercely about which is flic most effective- the market 
economy with elements of state programming or centralised 
planning. Events themselves, however, are the judge. The 
last two decades have tested in practice both the planning 
systems in the socialist countries and the economic pro- 
gramming m a number of developed capitalist states. A com- 
parison of per capita national income growth rates for the 
socialist and the capitalist countries testifies to the ad- 
vantages of the socialist planned economy in ensuring the 
el be lent use of national resources (see Table 1) 


Table 1 


Per Capita National Income Growth 

(1976 as a percentage of 1950) 


USSR 

GDR 

Poland 

Romania 

Czechoslovakia 


513 

USA 

167 

592 

Britain 

170 

459 

Italy 

290 

858 

France 

269 

324 

FRG 

324 
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It should be stressed that the socialist countries arc ex- 
periencing high growth rates, even though their economic 
potentials are already quite considerable. 

Capitalist activities are eloquent, testimony to the fail- 
ure of attempts by state-monopoly capitalism to use pro- 
gramming to achieve a planned and balanced national econ- 
omy and thus stabilise economic development. This knocks 
the ground from under the bourgeois ideologists who sup- 
port the pseudo-scientific theory of convergence and shows 
for what it really is the model they have thought up, 
that of “planned”, “managed” capitalism, which has sup- 
posedly overcome anarchy and the random nature of its 
development. 

In the course of the class and overall democratic strug- 
gle that is developing in the capitalist countries, a demo- 
cratic. alternative is being worked out to capitalist program- 
ming. The decp-rootod interests of the working-class and 
democratic movement require the unified imperialist strat- 
egy to be countered by the solidarity of the working class, 
its firm union with the working peasantry and progressive 
intellectuals, the joint activities of the broadest possible 
population groups. At the same time, the anti-democratic 
policy of the monopolies has to be countered by a demo- 
cratic alternative in the shape of the economic, social and 
political demands of the working people. This concerns the 
elaboration and implementation of a social policy involving 
measures to gradually and systematically limit the domi- 
nance of the monopolies in the national economy, under- 
mine state-monopoly capitalism and restrict the sphere of 
influence of its legal, economic and financial levers. 

The first such measure must be nationalisation of the big 
banks and monopolised industries. “The new and existing 
national concerns would he democratically managed, i.e., 
with the active participation and under the control of work- 
er representatives, to assure development of the produc- 
tive forces and satisfaction of the people’s requirements. 
This would be attended by the introduction of an economic 
and social development programme and democratic tax re- 
form.” 1 To put through a democratic nationalisation is to 
deprive the privileged minority of big capital owners of 


' R. Guyot, “For an Advanced Democracy, for a Socialist 
France”, World Marxist Review, No. 4, April 1969, p. 2. 
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Ilieir excessive power over the economy and finances. 
French Communists believe that, together with democratic 
planning, nationalisation would make it possible to accom- 
plish a genuine rational development of regions, while 
maintaining a harmonious distribution of economic activ- 
ities throughout the country. 

d’he idea of struggling to establish national democracy as 
a transitional stage towards the socialist transformation of 
society is shared by other Communist parties. The choice 
that has proved both correct and fruitful is the strategy of 
broad unions of the working class in pursuit of a reform 
and transformation of economic and social structures. Ac- 
cording to the concept of the Italian Communist Party, “the 
policy of programming demands central guidance. . . . How- 
ever, the aims of the programming policy cannot be real- 
ised unless there is also broad decentralisation and broad 
democratic participation.” 1 These ideas form the basis of 
the democratic alternative to capitalist programming in Ita- 
ly. .Today, the struggle for a democratic alternative to capi- 
talist programming is of exceptional importance. During 
this struggle, the working people not only stand up for 
•heir own economic interests; they also go through a good 
schooling in political struggle, the final goal of which is 
to build socialism. Only under socialism, which will elim- 
inate private ownership of the key means of production 
once and for all, can the working people take the political 
power into Lheir own hands and then carry out really sci- 
entific, effective and genuinely democratic planning to meet 
the fundamental interests of the entire nation. 


The Essence and Forms of State Planning 
in the Developing Countries 

The specific essence of capitalist programming is deter- 
mined by the maturity of bourgeois society’s relations of 
production and the irreconcilable conflict of interests be- 
tween its chief classes. The conditions in the developing 
countries, especially those facing the choice of development 
strategy, are such that the essence and forms of their eco- 


1 A. Cossutta, “Present Tasks”, World, Marxist Review, No. 10 
October 1977, p. 51. 
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nomic planning must be assessed somewhat differently from 
those in the capitalist states. This applies to the greatest 
extent to countries that have started to build the founda- 
tions of a socialist economy. The essence and functions of 
economic planning there are inevitably unique, for the spe- 
cific forms of the transition to the building of a socialist 
economy must be varied, depending on all the conditions 
under which the development towards socialism begins. The 
local differences and specifics of economic structure, 
ways of life and the state of readiness of the population, 
and attempts to implement individual plans must all be 
reflected in the particular path to socialism. 

The last twenty years have seen a great diversity of 
attempts by the state in the newly-frec countries to take 
increasing advantage of the opportunities for exerting a 
planned influence on the course of economic development. 
Here, planning is seen as the most effective method for 
speeding up economic development, and accomplishing so- 
cial transformations. As a process involving a purposeful 
influence on the economy, planning in some form or other 
is today practised in the majority of developing countries. 

As early as the 30s, the colonial and dependent countries 
showed considerable interest in the elaboration and imple- 
mentation of the first Soviet five-year plan. In 1928, the 
Mexican President Plutarco Gallos proposed drawing up a 
plan based on strict accounting. In early 1933, the eminent 
statesman M. Visvesvaraya of the Mysore principality put 
forward a plan for doubling the national income. Five years 
later, India set up her first National Planning Committee 
of the Indian National Congress Party under Nehru. In 
1933, the Siamese democrat Pridy Panomiong was forced 
to flee the country because his programme for state eco- 
nomic control was called “Communist intrigues” by local 
reactionaries. In 1960, fourteen Asian countries, seven 
African ones, and two Latin American ones were experi- 
menting with planning, while six years later the figures 
were already 18, 26 and 20 respectively. Nowadays, virtu- 
ally all the newly-free countries apply economic develop- 
ment programmes in some form or other. 

The development of economic planning and programming 
in the emerging countries was a result of a number of fac- 
tors. The productive forces in the majority of these coun- 
tries are at a low level, especially where semi-subsistence 
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economics prevail. I his low level of development of produc- 
tive forces in general does not in itself give rise to the need 
lor attaining balanced production development by means 
of state economic planning. Yet the abstractly theoretical 
lack of correspondence between the low level of develop- 
ment of productive forces and the needs of planning re- 
mains in force only if the emerging countries are con- 
sidered in isolation from the whole system of world social, 
political and economic relations and assuming that these 
countries are not even trying to speed up their develop- 
ment or taking effective measures to attain such targets. 

The need to overcome the developing countries’ back- 
wardness is behind the persistent search for the most effec- 
tive economic levers. For the developing countries, the pos- 
sibility of planned, balanced development is particularly 
attractive. 

It would be wrong to think that the developing coun- 
tries’ economic structures contain absolutely no sectors that 
need to be backed up by a certain economic balance. All 
the modern, n on-traditional production based on industrial 
methods can only develop efficiently if its individual com- 
ponents arc strictly balanced. Moreover, the development 
of the public economy in this sphere of production also 
creates certain opportunities for conscious regulation of 
production in order to achieve such a balance. 

The extremely limited nature of resources results in de- 
velopment (especially of capital-intensive sectors, including 
the infrastructure) being accomplished either partially or 
completely through state channels. The public sector that 
is taking shape in a number of developing countries is the 
objective basis for the emergence and development of state 
programming. These countries’ unprofitable position on 
the world market also determines the need for state influ- 
ence on internal and external exchange, and state control 
over the use of resources. Another incorrect idea is that 
there is no conflict between the increasing involvement of 
the state in the economy and the spontaneous development 
trends engendered hv the particular development stage in 
the capitalist and pre-capitalist relations in these coun- 
tries. Typical of those is a complex intertwining of various 
trends that inevitably leave their imprint on state econom- 
ic planning, determining its social character and the lim- 
its of its real possibilities. 
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In the industrialised capitalist countries, economic prog- 
ramming is conditioned by the high level of development of 
productive forces, the ail-round merger of the state with 
the monopoly associations, and the impact of the economic 
competition between the socialist and the capitalist sys- 
tems, which invariably confronts the major capitalist coun- 
tries with the urgent task of ensuring stable economic 
growth rates. In the developing countries, however, eco- 
nomic planning arose not only from the need to speed up 
the development of backward productive forces, but also 
from the further intensification of their contradictions 
with the capitalist world, the influence of the socialist 
countries success in planned, balanced development, and 
the lack ol promise held out for the emerging countries 
by following in the wake of the capitalist countries. 

Planning in the developing countries cannot be seen as 
an attempt to present the desirable as the actual. The state 
does try to plan economic development here, though 
this is an extremely complex and contradictory phenome- 
non, as much so ns the very choice of a future develop- 
ment strategy. I he direction in which the material and 
social conditions for the functioning of state planning de- 
velop depends on the choice of development course — either 
socialist or capitalist. The entire system of world ties that 
confronts the developing countries with this choice demon- 
strates the unpromising prospects held out for them by the 
capitalist system, within which the scientific and technolog- 
ical revolution creates a new danger— that of a new form 
of slavery, called ‘‘technological colonialism”, for the de- 
veloping countries. 

The need to apply economic planning ideas and instill- 
ments in the developing countries in order to resolve their 
complex problems in as short a time as possible arises 
from the ineffectiveness of the market mechanism in stim- 
ulating development under the specific conditions of the 
developing world. This need came to be understood in a 
difficult struggle against the traditional concept of the 
world’s peripheral areas’ lack of development prospects, 
the unchanging nature of their social structure and the 
impossibility of deliberately changing traditional produc- 
tion techniques. 

The stubborn resistance, ’ wrote the well-known Latin 
American economist Raul Prebisch, “to which the very 
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idea of industrialisation gave rise up to the early 1950s 
may be remembered, as also the dispute over economic 
planning and the repeated objection to financing public 
enterprises, even when they were well run.” 1 The impe- 
rialists imposed such ideas in the most diverse ways. 

Recently, the developing countries have started to pro- 
gress from just a feeling of the need for changes to the idea 
of more efficient practical use of all available resources 
for speeding up development, regardless of their ori- 
gin, with the help of an effective stale policy. This poli- 
cy is applied to economic relations and methods of regu- 
lating them, in particular economic planning. 

Bourgeois theoreticians for many years imposed on the 
emerging nations the idea of levelling up their economic 
development by attaining an overall balance within the 
framework of the capitalist world economic system. Ap- 
plication of the criteria of comparative benefits would, in 
their opinion, eventually produce distribution of resources 
ensuring advantages to all partners, including the newly- 
frcc countries. Through the global use of market regula- 
tors, bourgeois theoreticians promised the developing coun- 
tries a worthy place in an uncertain future. 

The economic history of capitalism in both developed 
and backward regions has revealed the exact opposite— a 
permanent imbalance in development, and a concentration 
of wealth and poverty at different poles of the market 
economy. By means of the entire market mechanism, the 
world capitalist economy imposes a constant tendency to- 
wards imbalance on the developing countries, which come 
in for most of the fluctuations in foreign economic 
factors that have a negative economic effect. The win- 
ning of political independence by the countries of Asia, 
Africa and Latin America raises the need to change this 
situation and compensate the former colonies for the way 
they had been plundered. 

H'or all the illusory possibility of balancing the ‘‘unor- 
ganised outflow and ‘"organised” inflow of resources, the 
actions of the developing countries contain an extreme- 
ly important premise: world capitalist production and the 

1 Towards a Global Strategy of Development, Report by the 
Secretary-General of the United Nations Conference on Trade and 
Development to the Second Session of the Conference, United 
Nations, New York, 1968, p. 63. 
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world resource market must be consciously regulated, tak- 
ing into account the interests of the economically back- 
ward countries. The former colonies cannot confine them- 
selves to regulating only foreign economic relations. The 
state inevitably expands its economic functions and directs 
them inwards, into its own national economy. 

The majority of developing countries have taken up the 
idea of planned industrialisation, the key to which would 
be replacing imported consumer goods and capital goods 
with ones made locally or by the developing countries of 
tie given region. Tet this idea is being implemented with- 
in the framework of the existing system of world econom- 
ic ties, which means that the market hampers planned 
industrialisation, so the first attempts to put this policy 
into practice came up against insoluble contradictions. 
In planning the development of the diverse contempora- 
ry industries, the state proceeds from the availabil- 
ity of actual elements of fixed capital, i.e., the output from 
which the fixed assets of modern enterprises are formed. 
Hie main suppliers of such goods arc, however, the 
economically developed countries, whose economic policy, 
including the channelling of investment flows, is based 
on the concept of the world market economy. Imperialist 
quarters restrict deliveries of investment goods to the de- 
veloping countries in order to hamper a technological and 
economic balance being established in the world economy. 

I he market mechanism’s inability to solve the develop- 
ing countries’ urgent problems confronts thorn with the 
choice of either stagnating and consolidating their role as 
the economic periphery of the world economy, or going 
over to active state intervention in the economy. The latter 
must go as far as directly influencing internal production 
and implementing diverse forms of indirect regulation of 
the resources turnover between the various economic struc- 
tures in ordor to mobilise all available means for speeding 
up development. This multilevel combination, from global 
economic policy to day-to-day supervision of small enter- 
prise operations in different economic sectors, provides 
the basis for co-ordinating long-term development goals 
with the solution of current problems. 

Ihe creation of a highly efficient economy using the 
latest technology does not exclude, hut rather, in the ini- 
tial stages, actually demands the development and sub- 
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sequent transformation of traditional industries, too. This 
sector of the economy is a major source of internal re- 
sources for restructuring the economy. The developing 
countries need to extend the boundaries of the planned 
economy and include an increasing number of economic 
units. 

The fact that many countries have recognised the need 
for industrialisation, with the priority development of pub- 
lic, rather than private capitalist enterprises in the capi- 
tal goods industries, is very indicative. The developing 
states have thus gone beyond the bourgeois theory and 
practice of “limited" co-operation between the authorities 
and private initiative. This is understandable, for devel- 
oped capitalism cannot and does not want to grant the de- 
veloping countries any advantages, so they have to be 
taken by force and, in this case, by slate force. 

The idea of regulation and then planned development 
is being modified under the impact of the developing 
world’s growing interest in Marxist planning theory and 
practice in the socialist countries. 

For this reason, state economic planning has become the 
focus of a fierce ideological and economic struggle -a 
struggle to subordinate state planning to the interests of 
the international monopolies and the big national bour- 
geoisie vis-a-vis the development of this planning in the in- 
terests of the progressive forces of the developing coun- 
tries, and those of the working class. 

It. is worth noting that, as Gunnar Myrdal writes, 
“quite apart from, and often contradicting, their ideologi- 
cal preferences at home, all Western governments as well 
as their business people are supporters of state planning 
in South Asia ". 1 To elaborate, this support consists in 
subordinating state planning, both ideologically and prac- 
tically, to the interests of the national and Western mo- 
nopolies. In this, monopolistic quarters proceed from the 
development of state planning in the ncwly-free countries 
and try to direct this planning along the lines of capital- 
ist programming. 

Myrdal’ s statement also demonstrates the inconsistency 
of bourgeois theoreticians and their supporters in the de- 
veloping world concerning the limits to regulation and di- 


1 Gunnar Myrdal, Op. cit., p. 728. 


roct state planning as a result of the contradictory nature 
of the capitalist system itself. With respect to the develop- 
ing countries, Ibis has substantial socio-economic conse- 
quences. Bourgeois theories declare that no “revolution in 
property relations” is required and paint a picture of so- 
cial transformation on the basis of so-called “limited”, 
“democratic capitalism”, the “planned” and “mixed econ- 
omy ’. They allot the national bourgeois state the role of 
economic transforming force, presenting it as the “econom- 
ic executive and civil servant”. Yet they retain all the 
controlling positions and resources of the developing econ- 
omy for the capitalist sector and the monopolies, regard- 
less of the substantial growth of the public sector. 

Owing to the specific social conditions, the planned man- 
agement of the multistructured economies of the develop- 
ing countries is not the same thing as socialist planning 
or capitalist programming in (he industrialised bourgeois 
states. Previously, bourgeois theoreticians described plan- 
ning as an attribute of the centralised economy, but now 
most of them believe planning to be a neutral instrument. 
At the same time, planning is a social and historical cat- 
egory, the effectiveness of which depends on the exis- 
tence of specific social relations. 

The nature of planning in the developing countries is 
specific, to them, as is the meaning of the term “planning” 
in this context. By introducing planning measures, the 
state trios lo provide an impetus to the development of the 
backward economy’s productive forces. These measures 
include long-term forecasting, the planning of invest- 
ment in the public sector on the intersectoral and sectoral 
level and on that of the individual investment project, cur- 
rent financial planning, individual state regulation measures 
applied lo the private sector and not always linked togeth- 
er in a single system, and a variety of socio-economic 
reforms. Depending on the country’s level of economic de- 
velopment, its political structure, property relations, and 
so on, different combinations are possible, of these various 
forms of planning and regulation. 

On the whole, the state’s influence in the developing 
countries on economic development processes should be 
regarded as undeveloped, partial economic planning. This 
applios lo the vast majority of countries with a low level 
of production, with diverse property relations and an ar- 
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ciiaic economic structure, where only individual elements 
of planning are employed. 

The improvement of partial planning takes place in con- 
junction wilh the overall socio-economic development of 
each individual country. The initial form of state plan- 
ning evolves either towards capitalist programming or so- 
cialist planning, the latter making possible a gradual tran- 
sition from partial to overall planning. The initial condi- 
tions for this transition are connected with deep socio-eco- 
nomic transformations in society and, most important, 
with changes in property relations. 

The socio-economic transformation of the countries 
not following a capitalist course of development makes it 
possible for them to start applying many planning meas- 
ures and, what is more, planning of the public sector might 
become the dominant part. This sort of development cre- 
ates an opportunity for the developing countries to apply 
the planning methods that have been used to advantage in 
the USSR and the other socialist countries. 

The countries developing in a capitalist direction use 
elements of forecasting, regulation, and programming of 
the public sector for exerting a state influence on econom- 
ic development. The various forms of stale regulation of 
economic development on the national, sectoral and region- 
al planes, forecasting of the long-term trends in the pro- 
duction of individual items, macro-economic variables, the 
temporal distribution of investment in the medium term 
within the framework of projects and sectoral programmes, 
determination of the priorities for and volume of financ- 
ing, and social transformations are the specific planning 
activities carried out in the developing countries. Depend- 
ing on the level of development of individual countries, 
the combination of various social structures, and the polit- 
ical doctrines of the ruling circles, these forms of prog- 
ramming and planning are applied to differing degrees. 

In accordance with the chosen criterion, planning in the 
developing countries can, as already noted, he classified 
by its social form (capitalist programming, planning using 
certain socialist planning ideas and methods, economic 
management methods, given backward social structures), 
as well as by purpose (organisational and budgetary plan- 
ning, structural and anti-cyclical planning) and by the ex- 
tent to which it embraces the economy (partial sectoral, 
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regional, programmes for the public sector, investment pro- 
grammes, macro-economic “national economic” planning). 

Planning in most developing countries is today essen- 
tially indicative, but it differs qualitatively from “plan- 
ning of the same name in the capitalist countries, as evi- 
denced by the specifics of the way it is applied and the 
fundamentally different targets. Apart from state capital- 
ism and the private capitalist structure, the economies of 
many developing countries also contain a sphere embrac- 
ing pre-capitalist economic forms. The presence of conser- 
vative structures and the absence or low level of develop- 
ment of many modern social institutions prompt the devel- 
oping countries to integrate planning with a system of 
socio-economic and political transformations. 

Attempts by the state to speed up economic develop- 
ment using certain planning measures, without introduc- 
ing any social reforms, lead only to a further enrichment 
of elite groups in some of the newly- free countries. Plan- 
ners from Africa noted with roason at their 7 th confer- 
ence, in 1976, that over the previous fifteen years the goafs 
of development had been, on the whole, attained but that 
the even greater income inequality, growth of overt and 
covert unemployment, low labour productivity, continu- 
ing high level of illiteracy, low level of medical care and 
growing poverty of the people wore good cause to recon- 
sider development priorities. Thus, the progressive forces 
of the developing countries see an ever greater need for 
transforming economic planning into planning of social 
and economic development. 

those countries that are developing in a non-capitalist 
direction are establishing a system of effective planning 
capable of taking in all the key factors of growth and de- 
velopment. Initially, it may be trained on the formation of 
an all-embracing centralised system of management. Thanks 
not only to economic, but also administrative regulation 
methods, it is possible to create the necessary precondi- 
tions for the economisation of the planning process and 
preparation of decentralised decision-making and plan im- 
plementation. This planning system will provide the pub- 
lic sector with specific, plan targets, and the private sector 
ami sphere of exchange will bo drawn into the planning 
of the reproduction process through the nationalisation of 
intermediary trading bodies. 
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In many African and some Asian countries, planning is 
still in its initial stages, meaning that the overall organi- 
sational and legal conditions are still forming for later de- 
veloping the activities of the planning bodies. The stress 
in this is laid on developing I lie statistical services, train- 
ing administrators, introducing up-to-date production 
skills to state and economic personnel, and so on. The 
plans drawn up in this way are primarily in the form of 
drafts and forecasts that, as a rule, are not backed up 
by an adequate set of measures for implementing the plan. 

Organisational and budgetary planning is widespread 
in the developing countries. It does not extend beyond 
planning the annual budget and distribution of public in- 
vestment. In addition, measures are taken to rationalise 
the activities of the state apparatus. 

Structural planning in medium- and long-term plans 
geared mainly to transforming socio-economic structures, 
including industrialising the economy, is practised in such 
countries as India and Algeria. The main drawback to 
Ibis sort of planning is that it is incomplete: the medium- 
term plans are not supplemented by a sufficiently detailed 
machinery for implementing them, in particular, a system 
of economic policy measures and annual plans. 

Anti-cyclical planning presumes the existence of rami- 
fied local statistical-market information services, of a cen- 
tral planning organisation and the possibility of reacting 
to changes in internal and external market situations with- 
in the framework of the annual plan. This type of plan- 
ning, which is particularly effective in combination with 
long- and medium-term planning, is still only being in- 
troduced in individual countries: India, Venezuela and some 
others. In the majority of other countries, the condi- 
tions required for applying such forms of planning have 
not yet been created. 

Sectoral planning in the developing countries has been 
practised since the end of the 40s and now has a fairly 
developed set of methods, covering not only branches of 
industry, hut also such an important sphere as the assess- 
ment of projects, i.e., methods for choosing between in- 
vestment projects and assessing their efficiency. 

Regional planning is a major component of the develop- 
ing countries’ planning systems, for their economies are 
subject to sharp regional imbalances. The practical intro- 
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duction of such planning is not yet, however, carried out 
on any wide scale. In recent years, a number of countries 
have been attempting to implement multinational plan- 
ning— so-called “harmonisation” of plans. 

The most widespread form of plan in the developing 
world is the public sector programme, including budget 
planning, outlines of the main indicators for the public 
sector at various times, and assessment of investment proj- 
ects financed mainly from the budget or foreign loans. 
Investment programmes form the skeleton for planning. 
Recently, methods have been developed for regulating cap- 
ital investment in the private sector, too. 

The macro-economic “planning” (sometimes called glob- 
al planning) practised widely in many developing countries 
is largely based on the traditional Western methodology of 
macro-economic forecasting. It has, it is true, undergone 
a number of changes recently and is adapting to the con- 
ditions of the multistructured economies of Asian and 
Latin American countries. Many economists in the devel- 
oping world favour a less complicated planning technique 
that is better adapted to the nowly-free countries. For in- 
stance, the participants in Ihe 3rd conference of African 
planners staled that, for Africa, what is needed is a more 
practical, sufficiently detailed, hut simple set of planning 
instruments oriented on the economy that is muitistruc- 
tured in the social, economic and technological sense, with 
unstable, rapidly developing links. 

The governments of many developing countries with 
poorly developed productive forces and an undeveloped 
socio-economic structure, that have not yet made the final 
choice of socio-economic development course, sec planning 
as a means for speeding up the development of productive 
forces. Here planning is limited, covering only a few eco- 
nomic processes, and its methods are primitive. In es- 
sence, under these conditions it is not planning at all, hut 
organisational and economic measures carried out by the 
state without any specific social orientation. 

In the whole of the vast developing world, the best cor- 
respondence between all the development conditions and 
overall national planning is observed in Ihe countries that 
have chosen a socialist orientation. This gives grounds to 
hope that, as Ihe given group of countries develops, in the 
consistent process of social transformations and a ecu mu la- 
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tion of experience in economic management, state plan- 
ning will really become an effective instrument for develop- 
ment. 

This is because the countries that are not developing in 
a capitalist way have a significant and influential public 
sector and progressive state authorities. In this group of 
countries, the power belongs to revolutionary-democratic 
forces, while the public sector dominates among industries 
determining the structure and development course of the na- 
tional economy. New economic relations in such countries 
arc provided with an increasingly broad base, while pri- 
vate capitalist ones arc gradually restricted, thus furnish- 
ing the conditions for effective planning of the national 
economy. In tlie countries with a socialist orientation, pos- 
iti\e shifts can be traced in the direction of socialism, 
bolli from the global point of view that of Hie balance in 
the class struggle tipping in favour of revolutionary-dem- 
ocratic forces— and the local one -the growth in the 
effectiveness of the state’s economic activities, indicated 
by the effectiveness of national planning. 

Considering the developing countries with a socialist 
orientation as being in a transitional period, but with a 
clearly defined socialist direction, the overall shift in the 
essence of state economic planning is understandable. This 
shift is conditioned by the fact that ail state activities are 
geared to creating the preconditions For the development 
of the new social system. State planning in this context 
is an essential component of such work. Without the de- 
velopment and improvement of planning, it is hard to 
imagine the possibility of the state and co-operative sec- 
tors developing and improving, hard to effectively utilise 
scientific and technological advances in the interests of 
the broad population, especially those of the working peo- 
ple, hard to estimate and mobilise the resources required 
for socio-economic reforms. 

In socialist-oriented countries, state planning is evident- 
ly a legal form of expression of this orientation, for here 
il corresponds better to the overall development course 
than it does in countries following different lines. Here 
the desirable and the actual will, in the future, draw 
closer together. The form and essence act on and with each 
other. As (lie influence of the public sector on socio-eco- 
nomic affairs grows, not only do the general goals pro- 
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claimed in the national plans receive a suitable expression in 
the development process itself; the necessary resources for 
their attainment are also increasingly provided. Moreover, 
the actual, not just alleged, correspondence between the 
goals of the national development plans and the interests 
of the working people makes it possible to mobilise the 
creative activities of the overwhelming majority of the pop- 
ulation in solving the problems facing the developing 
countries. 

The development, conditions pertaining in the countries 
with a socialist orientation also create the prerequisites 
for planning to be more realistic. This is conditioned by 
the degree of the stale’s social responsibility that il pro- 
claimed in its political and economic programme, expressed 
mainly in the plans for social and economic development. 

The broad social base of such a slate not only creates 
an opportunity for exerting a multifaceted influence on the 
economy; it also causes the country to make a more so- 
ber assessment, of its potential and the reality of the tar- 
gets that can be attained in the interests of the people. 
Thus, the “target function” of planning in the social- 
ist-oriented countries presumes the setting of basically 
feasible goals. It cannot be determined by illusory ideas or 
pursue consciously overstated goals, which are often orient- 
ed on the so-called demonstration effect. It is not bard to 
find such goals among the various forms of scientific and 
technological achievement and amaze neighbouring coun- 
tries by applying the latest technology, though only in 
a very narrow sphere. Such “prestige”-lype development 
obviously has little in common with the genuine interests 
of the developing countries. 

Moreover, the formulation of the goals must fit into the 
fixed time interval well enough for the state apparatus 
and its entire huge army of active participants in imple- 
menting the plans to precisely assess the results of their 
work in pursuit of the set goals. This does not mean, of 
course, a formal correspondence between results and plan 
tasks. The main thing, evidently, is the intensity and de- 
gree of influence exerted by the state and those participat- 
ing in plan implementation on the country’s entire social 
development. It. is these economic planning factors that arc 
the focus of the socialist-oriented countries’ attention 
today. 
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All the objective circumstances outlined above allow the 
countries with a socialist orientation to make more inten- 
sive use of a whole series of state planning elements that 
help in directing development towards a planned, bal- 
anced economy. This is evidenced by many factors, included 
both among the methodological foundations of planning 
and the partial elements of planning practice. The plans 
for the development of countries in a non-capitalist direc- 
tion include larger volumes of resources controlled by the 
stale than do those of other countries, for the public sec- 
tor and the controlled co-operative sector are heading for 
the dominant position. The fact that the state controls 
substantial resources also determines the need for prog- 
ress in the scale and organisation of planning, the meth- 
odology and development of the instruments for accom- 
plishing and supervising plan fulfilment. 

I lie general trend in the development, of planning in the 
socialist-oriented newly-free countries consists in a real 
extension of the bounds of planning as the public sector 
grows in size. It is still early to talk of a qualitative leap 
conditioned by the quantitative parameters of such a real 
basis for planning, but the major trend in the expansion 
of the state planning sphere will inevitably lead to quali- 
tative changes. At the same time, a whole complex of fac- 
tors must be borne in mind that cause these changes to 
be delayed. A substantial influence is exerted here by so- 
called subjective factors, i.c., the lack of planning expe- 
rience, the conservatism of the administrative apparatus, 
the small numbers of trained planners among the advanced 
social strata, the lack of ramified and unified statistical 
services, and so on, for previously all the state’s activities 
were subordinated to only two functions: the police and 
the fiscal. 

Algeria s choice of a socialist development course 
brought planning to the fore in Llie sphere of state manage- 
ment. In llie first few years after independence, a real ba- 
sis for planning was laid. In 1969-71, the public sector 
already accounted for over 60 [ter cent of output in large 
and medium-scale industry and more than 62 per cent of 
all industrial workers were employed in government en- 
terprises. It was during this period' that the contours look- 
shape of the state apparatus for economic management 
and planning. Initially, the planning services came under 
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the President’s Council, but in 1970 a State Secretariat 
for Planning was set up with ministerial status. The coun- 
try’s development along non-capitalist lines further in- 
creased the opportunities for state planning on the 
basis of the public sector in Algeria’s industry. In 1977, 
its share in industry was 96 per cent of all fixed assets, 
82 per cent of gross output, and 77.7 per cent of the 
labour force. 

The creation of a ramified system of planning bodies at 
all levels of the economy has only just begun in the de- 
veloping countries. This is, of course, taking place during 
a fierce political struggle. For a start, there is the reluc- 
tance of many ministries to accept the central planning- 
apparatus as superior to them; second, there are the de- 
liberate delays in furnishing information on the state of 
any sector and, third, the direct hostility displayed by the 
opponents of the socialist orientation. This hostility is often 
manifested in a desire to discredit the new government 
planning apparatus. 

The attempts made by imperialist forces to compro- 
mise the work of the central planning bodies aro geared to 
intensifying the difficulties under which the state is op- 
erating in the key spheres, for the tasks entrusted by the 
government to the planning bodies are of extreme impor- 
tance. This was made quite clear in the Decree of August 
15, 1969 of the President of the Republic of Guinea. Ac- 
cordingly, the State Secretariat for Planning and Statis- 
tics was to a) co-ordinate all economic affairs in the coun- 
try within the bounds of government policy; b) elaborate 
draft long-term plans for development and improve the 
planning methodology; c) mobilise and utilise private na- 
tional and foreign capital within the framework of the 
plan; d) supervise plan fulfilment. 

Such broad and responsible tasks set by the socialist- 
oriented developing countries for their planning bodies 
raise the question of exactly bow much authority such bod- 
ies have and what legal status they enjoy. The stage of 
search and experimentation in Ibis sphere reflects all the 
complexity of the transition from the former legal basis of 
the colonial-type state to a state with broad economic 
management and planning functions. 

The consolidation process is observed not only in the or- 
ganisation of stale planning services, but also in attempts 
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to formulate a planning methodology suited to the tasks 
in hand. 

Planning in the developing countries is only taking its 
first steps. These are extremely difficult and being taken 
under complex economic and political conditions. In the 
majority of countries that are at present implementing 
economic development plans, an annual gross output 
growth rate of from 3 to 14 per cent was envisaged to speed 
up their development by 50 or 100 per cent. Between 1960 
and 1965, the actual mean growth rate for all the devel- 
oping countries was 4.4 per cent per annum, while the 
rise in the per capita national income was 3 dollars. 
Some progress has been made in recent years. Already a 
substantial number of these countries have mean annual 
GNP growth rates of over 5 pet' cent (UN estimates of 
the average for 37 countries put the figure at 5.5 per cent 
between 1971 and 1975), though many of them have not 
attained their planned growth rates. The new plans drawn 
up for the period up to 1980 for this group of 37 coun- 
tries are characterised hy an average of 7.5 per cent for 
the annual growth rate of the GNP. 

Si- * Sf. 

Thus, a general description of the essence of state over- 
all economic planning in the socialist countries, of prog- 
ramming in the capitalist countries and attempts at 
planning in the developing ones indicates that such state 
activities result from the need to attain an economic bal- 
ance, given a high level of development of productive forces 
and the social nature of production in the world econ- 
omy as a whole. 

Analysis of the reasons for the emergence and develop- 
ment of state activities of this type in countries with dif- 
ferent social systems indicates that the consolidation and 
development of socialism as a world system constitute 
major reasons for the spread of planning in whatever 
form. Without the victory of socialism, the emergence and 
practice of national planning and programming in any 
country in the world today would be unthinkable. 

Under socialism, there is a correspondence between the 
content of planning, its capabilities and the conditions for 
its effective practice, for one of the laws governing this 
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type of social system dictates its planned, balanced na- 
ture. 

Attempts to regulate and programme on the scale of the 
capitalist national economy cannot ensure balanced de- 
velopment and thereby do away with the spontaneous and 
anarchical development of all social production. The rea- 
sons for this lie in the domination of private ownership 
of the means of production, one of them being that the 
private monopolies still constitute the basis of the capital- 
ist economy. The state is not in control of the economy 
and is ultimately subordinate to monopoly capital. The 
growth of public property, the expansion of the economic 
functions of the state and concentration in its hands of 
the surplus value and national wealth are far from unlim- 
ited. There are bounds that they cannot cross without 
directly jeopardising the capitalist system itself. Another 
reason is that modern state-monopoly capitalism cannot 
reconstruct the capitalist economy on the basis of the 
forms of socialised production inherent in it. The monopo- 
lies cannot eliminate competition even in the sectors they 
control almost in their entirety. Monopoly continues to 
coexist with competition, large-scale production with small- 
scale one. Nor can state monopoly change the situation. 
Competition still exists between the giant monopolies, be- 
tween these and non-monopolistic outsiders, and so on. 
Under I lie domination of competitive relations, state capi- 
talist programming often intensifies the competition. 

Such are the objective limits to state-monopoly pro- 
gramming, which are responsible for its contradictory and 
restricted nature, and its essence, geared to maintaining 
capitalist production relations. The unfeasibility of planned, 
balanced development under the capitalist economic 
system clearly stresses the need for the working class to 
struggle for social transformation, including for genuine 
democratic overall national planning. 

Both theoretical analysis and the history itself indi- 
cate that, no matter what efforts the bourgeois state may 
take, it will not be able to abolish the laws governing cap- 
italist reproduction. The state planning in recent years 
lias been geared not so much to speeding up economic de- 
velopment, as to seeking wavs out of the crisis, ways to 
soften the most acute social conflicts and disturbances. 
The chief contradictions of capitalism are not, overcome 
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bul driven inwards. New contradictions are added to them 
insulting trom the activities of the bourgeois state. 
These include, as the International Meeting of Com- 
munist and Workers’ Parties in 1969 pointed out, “the 
contradiction between the social character of present-day 
production and the state-monopoly nature of its regula- 
tion”. 1 

I he state’s influence in the developing countries on eco- 
nomic processes in general should be regarded as undevel- 
oped partial economic planning using only individual ele- 
ments of planning measures. The development of this 
planning follows the general course of socio-economic de- 
velopment in the given country. The initial form of plan- 
ning activities evolves either towards capitalist program- 
ming or planning similar to that practised in the socialist 
countries. In the latter case, a gradual transition is pos- 
sible from partial to overall planning. Preconditions for 
this transition to overall planning are, however, deep so- 
cio-economic transformations in society and, most impor- 
tant— a change in the property relations. The socio-eco- 
nomic transformation in the countries with a socialist 
orientation makes it possible to apply planning measures 
on a wider scale, while the transition to overall planning 
creates an opportunity for using the methods that have 
proved themselves in the Soviet Union and the other so- 
cialist states. 

The rapid economic growth rates of these countries for 
many years now indicate the considerable advantages 
offered to the developing countries by application of the 
entire complex of socio-economic measures, including 
planning instruments. The conditions under which plan- 
ning took shape in the socialist countries differed, of course, 
from those at present pertaining in the majority of de- 
veloping countries. The most important difference is the 
fundamental one in the socio-economic structure of social 
production, distribution and consumption, as well as the 
social institutions conditioned by this structure. Yet, in 
spile of such considerable differences, the developing 
countries can resolve certain overall problems involved in 
economic development and planning by applying the ox- 

' International Meeting of Communist and Workers’ Parties, 
Moscow 1969, p. 19. 
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perience of the socialist countries. Such problems include 
the task of closing, or at least reducing, the gap between 
the levels of development of the developing countries and 
the industrialised ones. This can he achieved by speeding 
up economic growth, substantially increasing the scale of 
accumulation, rapidly industrialising the economy and, 
consequently, fundamentally restructuring it. 





MACRO-ECONOMIC PLANNING 
AND PROGRAMMING METHODS: 
PLANNING AND PROGRAMMING 
OF THE RATE 

AND STRUCTURE OF PRODUCTION 


The methods used to elaborate plans and programmes 
for the development of a country's economy arc closely 
interlinked with the essence and goals of overall national 
planning and programming. They are formed and applied 
hy state bodies, enterprises and organisations. The meth- 
ods used by states with similar socio-economic condi- 
tions for planning and programming also have common 
features, since these act as an applied instrument of par- 
ticular economic concepts. There is an interpenetration of 
the methods for drawing up plans and programmes, but 
this is limited by the nature of a particular type of plan- 
ning or programming, the essence of its targets and the 
scale of the stale’s influence on the economy. In any case, 
methods arc modified to suit particular socio-economic 
conditions. This applies to even what would seem to be 
the most “neutral” methods and schemes, for any formal- 
ised system is used for economic analysis and attempts 
to plan the actual economy, with all its specific features. 
These general points are taken into account in the 
following consideration of the methods of planning and 
programming. Thus, the establishment and improvement 
of these methods cannot be viewed outside the framework 
of socio-economic development (and practice has shown 
the futility of attempts to apply modern sophisticated math- 
ematical economic models and computers for drawing up 
plans in countries that lack even elementary statistical 
data ) . 
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This chapter will discuss the methods used to deter- 
mine general (macro-) economic indicators for economic de- 
velopment plans and programmes, and especially those 
that describe the volume of production and use of resources 
on the national scale, the overall rate of economic 
growth, the growth rates of the key sectors in their inter- 
relationships, the nature of structural changes in the coun- 
try’s economy in the plan or forecast period. These para- 
meters can provide the basis for subsequent detailed sec- 
toral planning, as well as constituting the results of co- 
ordinated and summarised sectoral draft plans and aggre- 
gate data of other functional sections of the plans for so- 
cio-economic development. The use of macro-economic in- 
dicators in Ibis way is typical of plans for the develop- 
ment of the socialist economy. In the capitalist and devel- 
oping countries, macro-economic parameters of the growth 
of and changes in the structure of the economy, worked 
out in varying degrees of detail, are usually declared the 
actual content of programmes and forecasts. In spite of the 
differences in the place and role of such indicators in so- 
cialist planning and capitalist programming, the fact that 
they apply to the same object — the economy as a whole— 
provides a basis not only for making a comparative ana- 
lysis of the methods of macro-economic planning, hut also 
for revealing overall differences in the methods used. This 
will make it possible in the next chapter to pinpoint 
the approach used for determining the specifics of the meth- 
ods applied in substantiating plans and programmes for 
the individual types of resource utilisation. 


Development of National 
Economic Planning Methods 
in the Soviet Union 

The over fifty years of planning in the Soviet Union 
furnish a rich body of information for outlining the order 
of procedure in national economic planning, its principles 
and methods corresponding to various social conditions 
and stages in economic development. In contrast to all 
other forms of economic, development, planned develop- 
ment implies a consciously maintained balance of all the 
elements of the economy in the pursuit of specific goals. 
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Tn socialist society, economic planning embraces the planned, 
balanced organisation of the social production process 
J'or the purposes of providing for the well-being and free 
all-round development of all members of society. This con- 
cept of economic planning makes it possible to determine 
the foundations on which to base the methodological 
principles corresponding to particular stages in the devel- 
opment of the socialist economy. 

On the way towards the overall goal of satisfying the 
growing requirements of socialist society and its individ- 
ual members to the maximum, intermediary tasks emerged, 
their character determined by the level of develop 
merit of productive forces and the forms of social rela- 
tions. This, as well as the extent to which the state is in 
control of the nation’s resources, in turn determined the 
methods employed for elaborating development plans for 
the Soviet Union. 

In the Soviet Union, economic planning has gone through 
three successive stages: 

-planning in the multistructured economy; 

—planning during the period when the foundations of 
the socialist economy were being laid; 

-planning in the developed socialist society. 

In accordance with this breakdown, both the historical- 
ly specific methods and the general features of socialist 
planning methods characteristic of all Soviet economic 
history can be analysed. 

Only ten years (1917-27) were needed for economic 
planning in post-revolutionary Russia to acquire a 
theoretical basis and to be transformed from partial to all- 
embracing planning in accordance with the methodologi- 
cal basis. This period can be regarded as the one in which 
the foundations were laid for directive planning, as the 
one when the transition was made from indirect regula- 
tion to direct state management of the country's economic 
affairs. The widespread use of indirect methods for influ- 
encing the economy in the initial period of Soviet plan- 
ning was due not only to the lack of experience of state 
economic management, but also to the presence of a sub- 
stantial private sector in both agriculture and trade. 

Initially, after the Revolution, considerable attention 
was focussed on drawing up and implementing current 
programmes for individual branches and sectors, similar 
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to the so-called “partial programmes” as they are now called 
in the West. In the first six months of 1918, a draft 
plan was drawn up in the Soviet Union covering coal min- 
ing and steel smelting, the production of agricultural ma- 
chinery, grain procurement, and capital construction for 
individual sectors. The same year work began on elabo- 
rating plans for the development of the economy in the 
key industrial centres of the country: the plan for the re- 
storation and development of the metal industry in Petro- 
grad (since 1924 called Leningrad), the plan for the de- 
velopment of the metal industry in the country’s eastern 
areas. In the second half of 1918, most of the country’s 
large-scale enterprises were operating according to plans 
approved by government bodies. These first attempts at 
partial planning were disrupted by the Civil War (1918- 
20), during which production programming could only 
take the form of summarising production facilities and co- 
ordinating the chief public outlays with the resources avail- 
able. 

The conditions of the postwar economic disruption dic- 
tated the need for the most rapid possible solution to such 
current problems connected with eliminating the conse- 
quences of the destruction as hunger, disease and unem- 
ployment. All the country's resources and forces wore 
channelled into this. Even then, however, it was clear 
that, without the development of a unified system of 
planned management, oriented on solving problems in the 
long run, it would be impossible to ensure the economy’s 
rapid recovery and to create a technical base correspond- 
ing to the goals of building socialism. 

The theoretical and practical work was geared to de- 
termining the principles for such planned management. 
The results of the initial attempts undertaken between 
1918 and 1922 were development of the entire economy 
according to a single state plan; concentration of forces 
and means on fulfilling the state’s key tasks; the direc- 
tive, i.e., obligatory nature of the tasks confirmed in the 
plans and the strict specification of recipients of plans; 
the scientific, technological and economic substantia- 
tion of plans; the combination of long-term and short- 
term, sectoral and territorial planning; observance of the 
demands of democratic centralism, which consists essen- 
tially in a combination of centralised stale supervision 
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with infinitely varied initiatives from local authorities and 
all participants in social production. The practical imple- 
mentation of these points was achieved by elaborating the 
first unified long-term programme for economic develop- 
ment, which was called the GOELRO plan (the State 
Plan for the Electrification of Russia), as well as the grad- 
ual transformation of current planning into an instru- 
ment for realising this programme. 

The elaboration of the GOELRO plan was initiated in 
the spring of 1918, hut the Civil War and period of for- 
eign military intervention dragged out the time taken to 

complete it. In October 1920, work on the plan for the 

electrification of Russia was virtually complete and the 

draft was handed over to the 8th All-Russia Congress of 
Soviets for consideration. On the Congress’s instructions, 
the Council of People's Commissars (the Government of 
the Russian Federation) finished the work on the plan 
and, in December 1921, presented it to the 9th All-Rus- 
sia Congress of Soviets, which confirmed the draft. The 
plan for electrification became the state law for economic 
construction for the next 10 to 15 years. 

In order to assess the GOELRO plan properly, it should 
he remembered what Russia was like at that time. Owing 
to the lack of fuel and raw materials, most factories and 
plants were not operating and the railways were paralysed. 
Disruption and hunger reigned in the country. In 1920, 
output was extremely low: compared with 1913, only 3 
per cent of the pig iron was produced, 4.6 per cent of the 
steel, 30 per cent of the coal, 15 per cent of the cotton 
thread, and so on. This was all intensified by the econom- 
ic blockade imposed by the capitalist countries. 

The first long-term planning document determined the 
targets for the next 10 to 15 years for the development 
of industry, transport and electrification of the economy. 
An 85 per cent increase in industrial output, compared 
with 1913, was envisaged, including about 300 per cent 
for electricity, 95 per cent for pig iron, 55 per cent for 
steel, 110 per cent for coal, 860 per cent for peat, 30-80 per 
cent for oil, 420 per cent for cement, and 250 per cent for 
paper. 

The plan also provided for the construction, during the 
10 to 15 years, of 30 regional electric power stations with 
a total capacity of 1,750 thousand kw (this figure seems 
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modest by modern standards, but at the time it was enor- 
mous), as well as the unification of the electric power sta- 
tions into a single grid. This made it possible to supply 
electricity over large distances to a multitude of popula- 
tion centres and enterprises. Thus, electrification embraced 
a substantial area in the European part of the coun- 
try. 

Electrification was the key feature of the long-term plan 
for the restructuring and development of the economy, 
providing for an upswing in production and labour pro- 
ductivity. Concentration of electricity, generated by large- 
scale regional power stations, created favourable condi- 
tions for increasing electric capacity in a relatively short 
time and for introducing highly economical and multipur- 
pose electric motors instead of steam engines. Ultimately, 
all this furthered the concentration and rapid growth of 
machine industry, the intensification and mechanisation of 
production processes, and a sharp rise in labour produc- 
tivity as the main condition for development. The 
GOELRO plan specified not only the volume of industri- 
al production, but also the balance links between sectors 
and regions in their future development, taking account 
of the need to implement the latest scientific and techno- 
logical achievements of the lime. 

The GOELRO plan was a major step forward in the de- 
velopment of planning. It contained the first plans for the 
development of individual economic regions and outlined 
the prospects for further changes in the location of indus- 
try by region. In the GOELRO plan, for the first time 
ever, the method of balances was used, uniting regional 
and sectoral economic plans into a unified system. 

During the elaboration of the GOELRO plan, a set of 
indicators was also developed. The plans for the first years 
contained targets only for certain sectors, not co-ordinat- 
ed by some group of indicators (these were the plans for 
coal mining, the procurement and distribution of grain, 
the production of metal, and freight, haulage), but the set 
of indicators of the GOELRO plan covered a fairly broad 
sphere of national economic development. The change in 
the scope and indicators of planning reflected the dialec- 
tical process by which new social relations were created 
in the country, the development and consolidation of so- 
cialist property. 


6 * 
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The GOELRO plan included indicators not only for the 
construction of power stations, but also for the expansion 
of electrification in connection with the development and 
restoration of the entire national economy. The plan con- 
tained six major sections: 1) electrification and the uni- 
fied national economic plan; 2) electrification and the 
fuel supply; 3) electricity and hydropower; 4) elec- 
tricity and agriculture; 5) electricity and transport; 6) elec- 
tricity and industry. 

The targets set in the plan were for the production of 
20 key types of industrial output: steel, pig iron, iron ore, 
aluminium, copper, coal, oil, peat, brick, cement, and so 
on. Industry was divided into eight branches: fuel ex- 
traction, mining, metallurgy and metal-working, the tex- 
tile industry, the food industry, building materials, the pa- 
per industry, the chemical industry, including oil-refining 
and coking. Each branch was set targets for the volume 
of output (in gold roubles), number of workers (in thou- 
sands) and capacity (in thousand horse-power). The de- 
velopment of industry was planned not only as a whole, 
but also for the two main suhdepartmenls: the production 
of capital goods and of consumer goods. 

The GOELRO plan also contained a number of targets 
with respect to the development of agriculture: for expand- 
ing the sown area, bringing new lands under the plough, 
expanding the production of agricultural machinery and the 
application of mineral fertilisers, it did not, however, con- 
tain indicators for agricultural output, because petty-com- 
modity forms still predominated in the countryside. Neither 
did it envisage targets for the collectivisation of agricul- 
ture, or indicators for production efficiency. A doubling of 
output was, however, to be achieved primarily through a 
growth in labour productivity, givon a smaller rise in the 
number of workers. 

The plan for the electrification of Russia also contained 
important targets for raising the standard of living. Spe- 
cific tasks were outlined for increasing the output of the 
cotton and wool industries, the potato, starch and treacle 
industry, sugar production and other branches. The plan 
provided for a replacement of imported leather goods by 
home-made ones. Calculations were made with respect 
to supplying the population with footwear. The set of 
indicators for the standard of living could not yet, of 


84 



course, occupy a major place in the specific numerical pail 
of the plan. 

The GOELRO plan was the first experiment in compil- 
ing a single state plan covering all the key spheres of the 
development of social production. At the same time, the 
drawing up of this plan laid the foundations for a specific 
organisational system of planning and provided experience 
of planning work on a national scale. 

The first long-term programme was the basis for day-to- 
day planning, the tasks of which were assessed primarily 
from the angle of the overall goals of the long-term plan. 
Moreover, as experience developed and accumulated, it 
turned out that the boards of economic bodies and plan- 
ning bodies could not confine themselves simply to com- 
bining and summing the plans of trusts and individual en- 
terprises. So, as early as 1924, the planning bodies, together 
with enterprises and trusts, drew the preliminary outlines 
of a plan taking account of the absorptive capacity of the 
market and other economic conditions. It should be noted 
that, at the time, input-output tables were already being 
used to estimate the size of the market. To this end tables 
were drawn up of intersectoral tics in industry for 1926 to 
1928. The control figures for each sector were co-ordinated 
with the indicators of related branches, and on this basis 
control figures compiled for the development of the na- 
tional economy as a whole. 

Planning targets in the form of control figures were a 
major achievement in the sphere of short-term planning, 
but they also had their weaknesses. The lack of an exact 
balance result of the development of the national economy 
reduced the effectiveness of control figures as directives. 
They embraced only the sphere of production, without re- 
flecting social shifts. The methods used for compiling the 
control figures were inadequate, being based on extrapola- 
tion of the rates of economic growth in pre-revolutionary 
Russia. The limited nature of the plans, oriented only on 
the current demands of the market, consisted in the fact 
that they reproduced mainly the balances that had taken 
shape previously in the national economy. In order to speed 
ii [> growth, however, a change in this balance was required, 
a fundamental restructuring of the economy through 
industrialisation and a transition from primitive agricul- 
ture to machine production. 
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I he control figures for 1926/27 were compiled with the 
participation of the economic bodies of the Union repub- 
lics and departments. The main method used was the bal- 
ance method, which constituted a major step forward in 
the development of planning. The control figures for this 
year contained indications for the development, of the econ- 
omy and economic regions, as well as the growth of sec- 
tors of social and cultural development. 

The new conditions for the building of socialism re- 
quired a further specification of the plan for laying the foun- 
dations of the socialist economy. The new tasks involved 
in the tremendous construction work and the enormous 
socio-economic transformations necessitated a correspond- 
ing long-term plan. The First Five-Year Plan for the de- 
velopment of the national economy of the USSR (1928- 
82) was just what was required. 

In December 1927, directives were confirmed concerning 
the drawing up of the First Five-Year Plan— an all-embrac- 
ing programme of social transformations, heralding a tran- 
sition to a new stage in economic construction. By this 
time, the share of the socialist sector in the production of 
the national income already stood at 44 per cent. After the 
directives on the First Five-Year Plan were confirmed, work- 
got into full swing in the country on elaborating it, work 
in which not only central, all-Union and government bodies 
took part, but also republican and sectoral management 
bodies. 

The essence of the First Five-Year Plan can he described 
as follows. The targets were given in two versions: “ini- 
tial” and “optimal” (with greater growth rates). The key 
problems were determined by the rates and proportions of 
economic development, the scale and structure of invest- 
ment, the nature of the building programme and the socio- 
economic aspect of the plan. 

The first of the plan’s three volumes indicated the ini- 
tial positions from which it was drawn up, estimated the 
economic level of the country’s development, set out the 
targets of the building programme, discussed aspects of the 
training of qualified personnel, the growth of material pro- 
duction and labour productivity, consumption, market equi- 
librium, and price policy. It also reflected the financial 
programme ol the plan, the state and possible development 
of economic ties with the world economy, and set out the 
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social programme of the five-year plan. The appendix con- 
tained a summary table of the key indicators (population, 
assets, investment, national income, electrification, indus- 
try, agriculture, transport, construction, the budget and 
money circulation, financing of the national economy, so- 
cial and cultural establishments, price indices); tables of the 
key indicators of the structure of the Soviet economy in the 
five-year plan: power (manpower, the energy supply, the 
energy balance), the standard of living and the people’s 
cultural level, industrialisation, technological reconstruction 
and rationalisation, distribution; tables of the key indica- 
tors of the five-year plan for the national economy com- 
pared with 1913 and the previous five-year period; the pro- 
cesses of socialisation and organisation into co-operatives, 
investment in fixed assets, the national income of the 
USSR, the plan for the financing of the national economy, 
the balance of the financing of investment from the public 
sector for the five-year period (separately for initial and 
optimal variants). 

The first part of the second volume contained the plan’s 
building and production programmes: the power base for 
reconstruction of the national economy, industry, agricul- 
ture, water and forest management, raw material problems, 
building, and transport. The tables of the section on in- 
dustry presented the chief indicators of the industry 
planned by the Supreme Council of National Economy 
(SCNE): assets at year end (fixed and circulating), gross 
and commercial output in general and by branch; qualita- 
tive indicators (material inputs, labour productivity, pro- 
duction costs, and so on) and financial indicators; the pro- 
duction of the key items: 29 for group A (capital goods) 
and 15 for group B (consumer goods); capital construc- 
tion, the financial plan, and the consolidated balance for the 
fuel supply. 

The second part of this volume was devoted to socio- 
economic problems, co-operatives, trade, social and cultural 
development, public catering, communications and the finan- 
cial plan. 

Aspects of economic regionalisation, planning tasks and 
specialisation of regions, interregional relations, growth 
rates and the share of regions were discussed in the third 
volume. Detailed calculations were made for each area: 
natural resources, manpower and the energy-to-worker ra- 
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lio, the region’s economic complex, the tasks involved in 
reconstruction and the plans for individual branches. The 
tables in this section presented the main indicators of the 
five-year plan for the national economy by republic and 
region, the share of republics and regions in the USSR, 
the chief indicators for industry, investment in state Indus 
try by sector and region, fixed assets, indicators for agri- 
culture (the head of cattle, output in physical terms), the 
structure of production in physical units and gross output 
for republics. 

In the elaboration of the First Five-Year Plan, the foun- 
dations were laid of the methodology of national eco- 
nomic planning, including principles that are still valid 
today. An interconnected system was drawn up of indica- 
tors covering the development of all the key sectors, Union 
republics and economic regions. The balance method 
was developed considerably. Material balances were drawn 
up for about 50 main types of industrial output, as well 
as for the chief types of agricultural raw material. These 
tables embraced the main material balances. 

Under the broad programme, the first, to he drawn up 
wore the chief value balances, including the consolidated 
financial plan for the whole country and for the key sec- 
tors, the state and local budgets, the balance of the econ- 
omy s fixed assets, of the production of the national income 
and its distribution and use, of the population’s money 
incomes and outlays and calculations of effective demand, 
the balance of demand and supply for consumer goods. 

It should be noted that all the main balance calcula- 
tions for the First Five-Year Plan were made on the social 
plane (the public, co-operative and private sectors). As a 
result, a detailed description was obtained of the sociali- 
sation of production, the development and consolidation 
of the socialist sector in the national economy. 

During the first five-year period, a set of balances for 
labour resources was created because of the acute need to 
provide the national economy with manpower, especially 
skilled personnel, as well as to gradually eliminate unem- 
ployment and reduce the agrarian overpopulation. Togeth- 
er with the consolidated balance of labour resources, the 
demand was calculated for experts and skilled workers for 
industry, agriculture, construction and transport. These cal- 
culations made it possible to outline a programme for the 
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on-the-job training of personnel in factory training schools 
and a plan for the development of the network of secon- 
dary and higher educational establishments. 

Success in the socialisation of production allowed state 
planning to embrace agriculture, petty-commodity industry 
and trade, and advance from control figures in these sectors 
to annual national economic plans. The first annual plan 
was drawn up for 1931. The transition from control fig- 
ures to state plans meant that planning and regulation of 
the multistruc lured economy was replaced by planning of 
the socialist economy, recommendations and proposals be- 
came directives; reference targets became a plan with force 
of law. At the same time, the creation of a set of all- 
embracing planning raised, alongside the overall task of 
economic growth, that of attaining (under growth condi- 
tions) balanced development of all branches and sectors of 
the economy. Under all-embracing planning, balanced eco- 
nomic development- an objective necessity dictated by the 
very nature of social production based on the division of 
labour — was furnished with a real basis. 

Thus, as the planned management of the economy devel- 
oped extensively, planning methods were becoming more 
sophisticated and subordinated to the task of mobilising 
all resources for solving specific socio-economic problems. 
The basis for this was provided by the balance method. 

The harmonious development of the economy presumes a 
correspondence between, the volume of production of a spe- 
cific commodity and the demand for it. In this, not only 
the country’s internal needs are taken into account, but 
also the amount of output to be exported. The balance of 
any product can be written in the following form: 

I. Resources II. Distribution 

P+Im + So 
Ind-Y K YC on Y E = S \ 

P --production Ind— industrial consumption 

(intermediary demand) 

I ui — imports E capital construction 

a$’o— stocks at beginning Cora— non-productive 

of year consumption 

K — exports 
S i— stocks 
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Material balances are compiled on different planning lev- 
els. They can be drawn up both in central and supply bod- 
ies and in individual enterprises. This simple form (sim- 
ple only with respect to the scheme for an individual bal- 
ance) of balance calculations constitutes a useful instru- 
ment for elaborating and substantiating plans for the de- 
velopment of individual types of production in countries 
that, have started to apply certain elements of planning. 

The essence of the balance method consists in co-ordinat- 
ing requirements and resources on the scale of all social 
production, related sectors and production units of the na- 
tional economy, ensuring a balance of all elements of the 
economy. The balance method makes it possible to estab- 
lish and co-ordinate the physical-material and value pro- 
portions in the national economy and thus ensure the uni- 
ty of plans. In planning practice, material, labour and 
financial balances are used, these being interlinked and re- 
flecting the various aspects of the single process of extended 
socialist reproduction. 

The co-ordination of the production and consumption of 
specific types of product in the plan is accomplished by means 
of material balances (for steel, electricity, and the like), 
in which resources and the demand for the given product 
are compared, these balances reflect the interconnection be- 
tween the branches of production. Directly related to the ma- 
terial balances are the balances of fixed assets and produc- 
tive capacity, which allow planners to determine the required 
increase in these for the planned volume of production. 

I he labour resource balances are drawn up to ensure that 
sufficient manpower is available for the planned scale of pro- 
duction, social and cultural activities. They compare the 
amount of manpower available with the demand for it in 
the plan period. Labour resource balances are compiled for 
the USSR as a whole, for individual republics and regions, 
making it possible to plan the distribution of labour re- 
sources by economic sector, the training of personnel, etc. 

J he financial balances reflect the formation and distri- 
bution of the incomes of the state, socialist enterprises, and 
the population. The inaiu balances are those of government 
revenues and spending and the balance of the income and 
outlays of the population, which are drawn up for the whole 
country, Union republics, territories and districts. The 
balances of the people’s incomes and expenditures are nced- 
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cd in order to determine the population’s consumer de- 
mand and to plan the production of consumer goods and 
retail turnover, to plan the scale of payable services, to 
elaborate the cash plan for the State Bank, and so on. 

These different types of balance make up the set of pro- 
portions in reproduction in their organic interconnection. 
Their great diversity can. somewhat arbitrarily, be divided 
into three main groups: 

— econom i c proportion s ; 

—in terscctoral proportions; 

- intrasectoral or production proportions. 

The specifics of each type determine the application of 
specific balance calculations, which, combined, comprise the 
unified balance planning method. Balances are elaborated 
in a certain procedural sequence. 

As socialist transformations are accomplished, long-term 
planning comes gradually to embrace an increasingly wide 
range of indicators applying to the growth of the economy, 
science, technology, culture, and public health (in 1937, 
the socialist sector provided 99 per cent of the national 

income). . 

The complete dominion of public ownership oi the 
means of production provided the conditions for direct plan- 
ning of agriculture, as well as of the retail trade, the op- 
portunity arose for working out a unified state plan envis- 
aging directive targets for all sectors of the economy, i lie 
planning of financial matters and money circulation be- 
came consolidated. 

By the end of the first five-year period in the UbbK, a 
powerful industry had been established. In the country’s 
eastern regions, a new coal and metallurgical base had 
been set up and new light industry centres had been estab- 
lished in Central Asia and Western Siberia. Over the live 
years, more than 1,500 new factories and plants were com- 
missioned ill all. 

The First Soviet Five-Year Plan achieved major suc- 
cesses in the electrification of the country. At the begin- 
ning of it, in 1028, of the thirty electric power stations 
envisaged by the GOELRO plan, seven were in operation, 
eight under construction and five on the drawing boards. 
The total capacity of all the existing power stations in 
1928 was 1,905,000 kw, while generating capacity for 1.5 
million kw was in the pipeline. The main work on implement- 
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ing the GOELRO plan was carried out during the first 
five-year period. In 1930, the doubling of the prewar level 
ot industrial production envisaged in the plan for the elec- 
trification of Russia was achieved. In 1931, when the 
GOELRO plan had been in force for its minimum period of 
ten years, its electricity generation targets had already 
been attained. By the end of that year, regional power sta- 
tions m the USSR had a capacity of 2,376,000 kw, which 
meant that the programme for building electricity-generat- 
ing capacity had been exceeded. 

During the elaboration of the Second Five-Year Plan, 
for 1933 to 1937, the plan targets were set in a consider- 
ably more scientific manner, which was furthered largely by 
the widespread involvement of the Academy of Sciences 
and many research institutes in the planning work. Along- 
side the main trends in technological progress, specific 
targets were set with respect to the level of electrification 
and mechanisation of the key production processes, the in- 
troduction of sophisticated production techniques, the mas- 
teiing of new and progressive types of machinery, equip- 
ment and material. 

l’he expansion and growing complexity of intraindustri- 
al, intersectoral and interregional links required the state 
plan to include production targets covering the output 
of 120 industries and the socialist sector in agriculture. In 
order to ensure rational proportions in the development of 
the national economy, wider use had to be made of the 
balance method, the set of material balances created dur- 
ing the elaboration of the Second Five-Year Plan embraced 
all the key types of industrial and agricultural output. A 
fi\ e-year balance was drawn up for machinery and equip- 
ment, and macro-economic synthetic balances wore fur- 
ther developed. The consolidated financial balance was now 
based on more detailed calculations of production and cir- 
culation costs. 

I he Second Five-Year Plan was drawn up on both the 
sectoral (ministry and department) and regional (Union 
republic and economic region) levels. The list of building 
projects compiled by USSR Gosplan included over a thous- 
and major items. 

I lie enormous scale of the economy covered by planned 
management dictated the need for planning to take account 
not only of balancing goals and resources. As the economy 
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developed, the problem of co-ordination became increasing- 
ly acute. The growing complexity of the interconnections 
in the economy, as a result of the spread of industrial 
modes of production, could only be taken into account if the 
plan provided for a comprehensive solution to both sectoral 
and national economic problems. 

As early as the years of the Second Five-Year Plan, the 
idea of comprehensive programming began to acquire grow- 
ing significance. In the beginning, this approach was ap- 
plied in considering a number of largo-scale industrial proj- 
ects. One example of the comprehensive approach to elab- 
orating an intersectoral project at that time was the con- 
struction of the Urals-Kuznetsk complex, where coalmining 
and metallurgy were combined with the chemical produc- 
tion and engineering that was to serve the growing iron- 
and-steel and chemical industry, given a corresponding so- 
lution to the transport problem, the regional isation of ag- 
riculture and the creation of a powerful electrical energy 
base. 

The national economic planning methods developed dur- 
ing the first two five-year plan periods (1928-37) provided 
the basis for drawing up subsequent five-year and annual 
plans. The expansion of the number of interconnected tasks 
solved within the framework of the five-year plans in- 
creased the urgency of improving the planning methodology 
by economic and academic organisations on elaborating meth- 
ods for a comprehensive substantiation of economic deci- 
sions but it was interrupted by World War II, which neces- 
sitated the restructuring of all economic work and man- 
agement, of the economy. The flexibility of the short-term 
plans and economic decisions also determined the nature 
of the methods used during the war years. Planning be- 
came even more centralised. USSR Gosplan carried out the 
direct planning of the production and distribution of vir- 
tually all major resources. 

During the transition to peacetime economy, the orga- 
nisation of planning naturally underwent considerable 
changes. After the end of the war and the period during 
which the war-ravaged economy was being restored, the 
planning bodies, in addition to doing considerable work on 
compiling five-year and annual plans, continued to improve 
the set of instruments for elaborating national economic 
plans. 
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When preparing the Fifth Five-Year Plan (4951-55), 
USSR Gosplan introduced a series of measures to improve 
the methodology of planning. Comprehensive plans for min- 
istries and departments embracing all the key sections of 
economic activities of enterprises and sectors— the produc- 
tion of output, capital construction, labour, production costs, 
and so on— were presented in the forms and indicators of 
the Fifth Five-Year Plan. For each Union republic, a uni- 
fied plan was drawn up, with plans for the development of 
Moscow and Leningrad being elaborated separately. Plan- 
ning of the mean annual growth of productive capacity 
began. The plan for agriculture contained indicators de- 
scribing the balances of the incomes of collective and state 
farms. For transport, calculations of the balance of key 
types of freight haulage were introduced. The Fifth Fivc- 
5 ear Plan was the first to include labour balances for eco- 
nomic regions. One interesting new feature was an index 
for the rise in the purchasing power of the rouble. A con- 
siderable place in Gosplan’s work on the Fifth Five-Year 
Plan belonged to the problems involved in the balance of 
the national economy, the calculations of which also con- 
tained some important new features. In particular, estimates 
of the supply of materials for industry and the provision 
of consumer goods for the people were of considerable in- 
terest. After the war, in addition to the five-year and annual 
plans, the planning bodies began to elaborate long-term 
economic programmes, too. 

The year 1959 saw the beginning of a major new stage 
in long-term planning: the elaboration of a draft plan for 
the development of the Soviet economy for 1961 to 1980. 
A special state body— the State Economic Council of the 
USSR— was set up to carry out this work, in which a large 
number of scientific and design organisations also took part. 

'I he main results of the planning for 1961 to 1980 ai *e con- 
tained in the documents of the 22nd CPSU Congress. 

The chief method used for drawing up the draft plan 
for 1961 to 1980 was calculation of the volume and struc- 
ture of material production, determination of the time lim- 
its for attaining a particular production level (or per cap- 
ita production level) for the key types of product. Prelim- 
inary balance calculations were used of aggregate national 
economic indicators. The main instrument was cost-to-per- 
formance calculations, applied primarily on the sectoral 
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piano. In addition, the level and structure of production 
were determined for both capital and consumer goods pro- 
duction on the basis of a specific target for raising the lev- 
el of popular consumption and improving its structure. 
Thus, at this stage, the distinguishing feature of long-term 
planning was the increased role played by elaboration of 
problems connected with the standard of living and social 
progress. 

This was manifested, first, in the fact that such calcu- 
lations had never been so broad and comprehensive, em- 
bracing the growth of incomes and the development of 
their forms, the volume and structure of material goods 
and services consumption, the provision of housing and 
amenities, improvement in living conditions for families 
and in the position of women, the maintenance of children 
and the non-ablc-bodied, medical care, education and train- 
ing and, above all, of young people. They also included the 
all-round development of society’s cultural life, the devel- 
opment of social relations in the countryside, the material 
preconditions for overcoming the existing differences be- 
tween physical and mental work, improvement of distribu- 
tion relations, and so on. Thus, an attempt was made to 
draw up a comprehensive programme for social transform- 
ation, describing planned measures and determining the 
necessary resources. 

Second, the indicators for the standard of living and so- 
cial progress acted as the point of departure for planning 
the level and structure of production. 

An assessment of the overall methodological substantia- 
tion in five-year and long-term planning in this period in- 
dicates that the main method used for a long time in the 
initial stages of forward planning was that of variant ap- 
proximations. Beginning from the elaboration of the Seven- 
Year Plan (1959-65), determination of the key macro- 
economic indicators (of the balance of the national econ- 
omy) started to be applied in practice for specifying the 
national economic plan. This method was developed fur- 
ther in the building and application of aggregate models of 
economic growth and of intersectoral models. 

Modern planning in the USSR includes the entire com- 
plex of economic and cultural development, and all aspects 
of the economy. The planning bodies and management ser- 
vices resolve complex problems in co-ordinating the nctivi- 
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ties of literally hundreds of thousands of industrial, agri- 
cultural, transport and other production enterprises and an 
enormous network of trade, culture and service ones. The 
national economic plan is co-ordinated by working out not 
only synthetic (macro-economic) balances like that for the 
national economy and the other types outlined above (both 
aggiegate and functional), but also a very complex system 
ol material balances and plans (in both physical and value 
terms) for the distribution of specific resources. Such bal- 
ances and the distribution plans drawn up by USSR Gos- 
pJan now number around two thousand. These balances in- 
clude the key typos of raw and other material, fuel and 
energy, equipment and components. 1 The volume of this 
work is incomparable with that carried out by USSR Gos- 
plan before the last war in preparing the Third Five-Year 
Plan, when it elaborated only 218 balances for raw and oth- 
er materials and fuel, as well as 104 for equipment. The 
scope of the work is characterised by more than just the 
number of balance calculations a year, however. USSR 
Gosplan, in addition to elaborating balances for every year, 
carries out extremely complicated work on calculating sets 
ol balances for the five-year period and the long term. A 
quantitative idea of this work is provided by the number 
of material balances compiled for the Ninth and Tenth 
tuve- V ear plans, as well as for the period up to 1990 (see 
table 2). 

The overall number of balances and distribution plans 
drawn up by the entire state management and planning 
system on the level of all-Union and republican ministries 
and departments is about 40,000, including 13.000 worked 
out by the central supply bodies. 

One particular feature of national economic planning in 
I be USSR, distinguishing it from economic programming 
and partial planning, is that the state plan for the develop- 
ment of the national economy embraces the operations of 
all the country’s enterprises. The state plan includes pro- 
vision of all enterprises with raw and other materials, fuel, 

r-co'u f n e S , hare of output covered by the balances compiled by 
l .ShK Gosplan is 99 per cent for iron and steel, 78 per cent for 
non-ferrous metals, 95 per cent for oil products, 90 iter cent for 
chemical and commercial rubber goods, 94 per cent for building 
materials and (>,> per cent for machinery and equipment (in value 
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energy, the necessary goods, manpower and financial re- 
sources. It also includes the establishment of the main 
channels for marketing products and the consumer group 
for which they are intended. 


Table 2 



1971-75 

1976-80 

197C-90 

Total of balances drawn up 

235 

232 

154 

Including: 

rolled iron and steel 

10 

13 

6 

general metal goods 

3 

4 

4 

pipes 

20 

14 

8 

non-ferrous metals 

raw material for the iron- 

12 

8 

8 

and-stoel industry 

4 

4 

5 

fuel 

11 

15 

10 

oil products 

14 

9 

7 

oil 


1 

1 

electricity 

1 

1 

1 

thermal energy 
chemicals and commercial 

1 

1 

1 

rubber goods 

32 

35 

14 

timber materials 

6 

6 

6 

paper 

building materials 

23 

7 

21 

7 

4 

6 

light industry 

9 

11 

11 

consumer goods 

12 

11 

10 

foodstuffs 

14 

5 

5 

ethyl alcohol 

— 

1 

1 

equipment 

56 

62 

46 


Today, Soviet planning and management cover all the 
brandies of material production (industry, agriculture, 
communications, transport, and so on), the sphere of cir- 
culation and services, education, the development of cul- 
ture and science. They embrace all stages in social repro- 
duction production, circulation, distribution and consump- 
tion. This creates considerable opportunities for mobilising 
the country’s resources and using them to speed up eco- 
nomic development and raise the standard of living. This 
all-embracing planning system in the USSR is still being 
developed. 

Soviet experience of national economic planning shows 
that the drawing up of the plan must be preceded by de- 
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tailed analysis of the economy’s development for the pre- 
plan period, assessment of the current level of development, 
the scale of renewable resources, determination of the pos- 
sibilities for forecasting existing, new and just emerging 
trends in the economy. A comparison of the existing level 
and main trends of development with the long-term so- 
cio-economic targets makes it possible to determine the spe- 
cific goals for the coming plan period. By deciding the or- 
der of priority of the various tasks, succession of the indi- 
vidual stages in planning and calculations can be determin- 
ed. Thus, the planning process depends on the level of de- 
velopment of production and social relations, as well as the 
nature of the tasks involved in the development of the 
economy. 

the concepts of the elaboration of the national economic 
plan are: 

planning on the basis of sectoral schemes; 
—comprehensive planning; 

— optimal planning. 

ft is the first of these that is used most widely. The 
second concept has been introduced over the last ten years 
into the experimental work on preparing the information for 
current and medium-term plans. The third concept is still 
being researched, but application, of its individual elements 
has already proved advantageous in resolving local prob- 
lems. r 

In the first few years after the 1917 Revolution, Soviet 
dussia had, of course, a very low economic potential, which 
meant that the entire complex of tremendous socio-econo- 
mic problems could not be resolved simultaneously. These 
tasks included achieving economic independence, creating 
a modern industrial base for re-equipping all branches and 
sectors of the economy, and raising the material and cul- 
tural standard of living. Since the standards of living and 
culture are primarily a result of material production in gen- 
eral the first of these tasks was regarded not only as the 
goal of development plans, but also as a means for solving 
l he main problems facing the economy. This meant that 
the required resources had to be allocated chiefly for the 
development of the key economic sectors. 

file concept of drawing up national economic plans on 
tfm basis of planning the growth of individual sectors, 
and even individual subsectors, came into use in the late 
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viet economy had been created. It took the growth in the 
volume of production by sector of heavy industry, that is 
increments in the production of fuel, metal, electricity, 
and so on, as the point of departure for calculating the 
whole national economic plan. The possible output of such 
products was assessed on the basis of the maximum con- 
centration of all available resources. Other sectors were 
allotted resources to the extent that they promoted the 
growth of heavy industry. 

The difficulty of this procedure for national economic 
planning -was that, to determine the scale of production 
in the branches of heavy industry, the economy’s demand 
for their output must be known, as well as the quantity of 
resources available for the development of all the sectors 
supplying heavy industry. 

Thus, in order to solve the "‘partial problem”, an over- 
all scheme of the plan is required, while this is itself the 
final goal of the planning calculations. This contradiction 
was overcome in practice by increasing the range of 
branches and sectors covered by the planning calculations, 
making continual adjustments to the preliminary drafts 
while the initial unbalanced variant of the plan was speci- 
fied. To do so, not only were an increasing number of sec- 
tors drawn into the calculations, but also all types of re- 
source-material resources, manpower, financial means, 
etc., and their effectiveness was specified. 

The results of the calculations allowed planners to de- 
termine the balanced volumes of investment, provided 
with material resources and manpower, to co-ordinate the 
rise in wages with that in the output of consumer goods 
produced by the light and food industries and agri- 
culture. Thus, the unified system of the national state 
plan determined the scale of production, the volume 
of investment, their material and financial provision, the 
rise in the people’s nominal and real incomes, and 
estimated the efficiency with which all available resources 
were used. 

This planning scheme included .an approach that ensured 
fundamental changes in the structure of the national 
economy. Even when the obligatory tasks were confined 
to specific sectors or branches of the economy their ful- 
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filment exercised a substantial influence on the develop- 
ment of the economy as a whole. 

For example, the first long-term plan (the GOELRO plan), 
worked out in the Soviet Union in 1920, was initially 
confined to the development of electricity generation and 
was meant for a fifteen-year period. Even this plan, how- 
ever, was not considered in isolation from the develop- 
ment of the economy. Right from the start, it was taken 
as the central point of departure from which to tackle 
other tasks, especially ones connected with the production 
of commodities requiring an expansion of the electricity 
network, and then a more general plan was drawn up 
for the economy as a whole. 

These specifics of planning on the basis of sectoral 
drafts reflected the possibilities and corresponded to the 
tasks of the period when, first, the Soviet economy’s in- 
dustrial base was being established and, then, the econo- 
my was being rebuilt after World War II. 

The rapid development of the Soviet national economy 
led to the formation of a completely new economy, in- 
comparable with that at the initial period of socialist con- 
struction. Now the country has more than 300,000 large 
and medium-size enterprises. A highly developed social 
economy with over 300 branches and sub-branches of in- 
dustry has been created. A huge quantity of consumer 
goods produced in the country and a wide range of ser- 
vices, from scientific ones to simple repairs, are at the dis- 
posal of the Soviet population. All this means that the na- 
tional economy cannot be regarded as a one-way system, 
in which resources are concentrated in a particular sec- 
tor to speed up its growth. The complex system of inter- 
connections necessitates the co-ordinated development of 
all elements of the economy, all aspects of socio-economic 
affairs. This means that there is only one approach suited 
to the national economy as the subject of planning, and 
that is a comprehensive one. Such a complex system as 
the modern socialist economy can, in planning, only be 
regarded as a unified whole, which predetermines inevi- 
table changes in the methods and techniques used in draw- 
ing up the national economic plan, considering the in- 
creasingly integrated nature of the economy. 

Even during analysis of the results of development and 
determination of the tasks involved in further growth, the 
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need arises for a comprehensive review of the develop- 
ment prospects for each sector within the framework of 
the entire national economy. This was particularly clear 
during the formulation of the targets for the development 
of Soviet industry during the ninth and tenth five-year 
periods. 

As can be seen from the guidelines of the 24th CPS l 
Congress, the main target for industry during the ninth 
five-year plan period consisted in expanding and improv- 
ing the industrial base for development of the socialist 
economy, especially agriculture and related sectors, in rais- 
ing the technical level and efficiency of production and 
fundamentally improving the quality of output. In the 
tenth five-year plan period, the main task for industry was 
to improve the supply of quality output to meet the de- 
mand of the economy and the population and to provide 
for the technological re-equipment and intensification of 
production in all sectors. 

This task cannot be carried out successfully without 
a further development of industry itself. The foundation 
of the country’s economic might and the further rise in 
the people’s well-being is still heavy industry, which pro- 
vides for technological progress, the development of the 
entire national economy and consolidation of the Soviet 
state’s defence potential. 

The development of heavy industry also assumes par- 
ticular significance because, at the current stage, all sec- 
tors of the Soviet economy have become more dependent 
on one another and these interconnections are most con- 
centrated around industry. Industrial production methods 
are being increasingly introduced into all sectors of the 
national economy. The industrialisation process embraces 
all aspects of life today, hence it is clear that the de- 
mand for industrial goods is unlimited. Yet certain specific 
tasks still have to bo taken as the basis for assessing the 
demands on industry at the present stage. 

The accomplishment of industrial development implies 
that not only industry, but each economic sector must have 
a sufficient quantity of up-to-date means of production 
providing for higher labour productivity. The problem 
consists in deciding just what is a '‘sufficient.’ quantity of 
such means of production and the level to which labour 
productivity must be raised in each sector. 
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If the target is the further industrial development of 
all sectors, the model for comparison must evidently be 
the most industrialised sector of the national economy, 
i.e., industry itself. Hero, however, the question arises as 
to how it is possible to compare the levels of indus- 
trial development in different branches of industry, agri- 
culture and construction. 

In order to find out the extent of a sector’s industriali- 
sation, the quantity of means of production required by 
one worker to produce the same amount of output in each 
sector can be compared. For this purpose, such indica- 
tors as the quantity of output produced, the national in- 
come and the fixed assets-to-worker ratio, for example in 
1969 and 1974, are compared. 


Assets-to-Worker Ratio and Labour Productivity by Sector 
(thousands oi' roubles per worker in current prices) 


— — 

Fixed assets 

Gross output 

National 

Income 

Economic Sec toi 

19G9 J 974 

19(39 1074 

19(39 

1974 

Industry 6.7 10.7 

12.7 15.4 

4.5 

5.8 

Agriculture 3.5 6.3 

3.7 5.2 

2.1 

2.8 

Construction 2.0 3.1 

7.0 8.4 

3.0 

3.8 


The figures in the table show that, regardless of the in- 
crease in the assets-to-worker ratio and the efficiency of 
labour during the five-year period, the gap between the lev- 
els of these indicators for separate sectors remained vir- 
tually unchanged in spite of the substantial growth in 
means of labour in agriculture. The most productive work- 
ers are those employed in industry. In 1974, each of these 
produced 5,800 roubles’ worth of national income, while 
each worker in agriculture produced only 2,800. The as- 
sets-to-worker ratio in industry is seen to be almost double 
that in agriculture. 

Fach economic sector naturally has its own specifics. 
For instance, the data in the table above show that, even 
given its lower assets-to-worker ratio, in the building in- 
dustry one worker produces almost 1.4 times more na- 
tional income than in agriculture, but productivity is low- 
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er than in industry. The building industry’s better indi- 
cators than those of agriculture are due to the fact that 
the work is seasonally adjusted, while agriculture, espe- 
cially crop growing, is characterised by its seasonal nature 
and great concentration of work during sowing and har- 
vesting. This, in particular, determines the need for agri- 
culture to be supplied with more of all sorts of imple- 
ments, mechanisms and industrial products. 

Recent years have seen a substantial increase in the 
amount of equipment available in agriculture, and the pow- 
er consumption of the sector has more than doubled 
over the last decade. This period has meant an increase in 
the power-to-worker ratio in industry, too. As a result, 
the gap between these sectors in terms of this ratio has 
remained unchanged. One worker in industry is supplied 
with twice the amount of pover capacity as one worker 
in agriculture. 

For agriculture to he brought up to the level of indus- 
try in this respect, its fixed assets must be almost doubled, 
which would entail a rise in labour productivity and thus 
increase agricultural output. 

Having decided that agriculture must be supplied with 
more equipment and machinery, it can be established how 
many and which machines industry must produce for this 
sector. Agriculture’s need for industrial goods is not con- 
fined to this, of course. The intensification of agriculture 
is attended by the broad-scale introduction of chemical 
fertilisers, large-scale land improvement work, anti-erosion 
measures, and so on. 

Summing up all agriculture’s requirements, it can be 
decided by how much each industry must increase in ca- 
pacity in order to double the level of industrialisation of 
agriculture. 

The tremendous tasks involved in expanding and im- 
proving the industrial base for the development of all the 
Soviet economy’s various sectors show how great the econ- 
omy’s requirements are for industrial output, these aris- 
ing from the need, in particular, for a further industrial- 
isation of construction work. The figures set out above 
indicate that the assets-to-worker ratio in the building in- 
dustry must be raised substantially, as an essential con- 
dition for an increase in the productivity of labour, the 
quality of construction, the volume of work carried out 





Li *r 




103 


j 

'i 




holli for industrial projects and for housing. This is why 
the decisions of the 25th Congress of the CPSU concern- 
ing the five-year plan for the development of the national 
economy of the USSR for 1976 to 1980 envisaged an in- 
crease in the building industry’s supply with highly produc- 
tive machinery and means of transport and the expedient 
replacement of outdated earth-moving equipment and pro- 
vision of the necessary repair and maintenance base for- 
th is sector. 

The fulfilment of the live-year plan’s main task— of 
achieving a considerable rise in the Soviet people’s stan- 
dard of living— implies an increase in the output of con- 
sumer goods produced by group B industries. These in- 
clude industrial goods in “pure form”, such as household 
equipment, synthetic fabrics, the output of the fishing in- 
dustry, as well as items produced by processing agricul- 
tural raw materials, such as foodstuffs, woollen, cotton and 
linen clothing. 

The attainment of an accelerated development of group 
R industries is ensured, as noted above, by a tremendous 
increase in the quantity of equipment, instruments and 
materials supplied to agriculture, by the creation of a stable 
base for the production of the agricultural raw mate- 
rials required for Ihe light and food industries, as well as 
substantial capital investment in these branches. All this 
makes it possible to increase the volume of light and food 
industry output, thus providing for a rise in the standard of 
living. 

The complexity of the interconnections adds complexity 
to the elaboration of the plan on the basis of sectoral cal- 
culations. Therefore, in drawing up a detailed national 
economic plan, it is not sufficient simply to assess the de- 
velopment prospects of only the key heavy industries. In 
the initial stages, the main structural correlations and the 
growth of the entire national economy must be established 
for the coming plan period. 

The general parameters of the draft plan provide the 
basis for detailed plan calculations for sectors and branches 
and individual resources on the territorial and tem- 
poral planes. Detailed drafts are drawn up having in mind 
specific conditions for implementing the plan, thus making 
it possible to assess not only how feasible they are, but 
also to reveal additional resources and take account 
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of the diverse specific conditions during the subsequent 
tying together of the partial calculations into a single 
plan. 

The procedure for drawing up the comprehensive plan, 
from general indicators to detailed and specific ones, and 
then to adjustment of the general indicators on the basis 
of these, allows planners to avoid lop-sidedness. Such a 
planning procedure reflects the increased scale of socialist 
property and is conditioned by the high degree of interde- 
pendence between all parts of the economy. It presumes 
that the chief interconnected contours of the plan arc cal- 
culated using macro-economic models and balances, while 
the sectoral and regional parts are drawn up using sectoral 
and territorial models. 

On the basis of macro-economic models, comprehensive 
planning above all determines the rise in the volume of 
the gross product, the national income, the final product 
and their use for meeting productive and non-productive 
consumption needs, for accumulation in order to increase 
productive capacity and improve the standard of living and 
for the development of the individual member of society. 
The establishment of a rational correlation iu the plan pe- 
riod between accumulation and consumption is the most 
complex and the most important task in this synthesising 
procedure. 

The annual volume of the national income or the final 
product is the summary indicator of economic develop- 
ment. In the Soviet Union and the other socialist coun- 
tries, only material production is regarded as a source of 
the national income or the final product. 

The plan calculations of the rates of economic develop- 
ment are based both on ascertaining the influence of each 
factor of extended reproduction and on analysing their 
joint influence, so that three specific methods are com- 
bined: 

—determination of the dynamics in the national in- 
come on the basis of changes in the numbers employed in 
material production and the growth in their labour pro- 
ductivity; 

—calculation of the rates of growth of social produc- 
tion on the basis of the increase in fixed productive as- 
sets, productive investment and the rise in tlieir effi- 
ciency; 
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—determination of the national income on the basis of 
the increase in total outlays— assets and living labour, 
and changes in their combined efficiency. 

The first two methods essentially represent a single-fac- 
tor approach and are formulated into a single-factor mod- 
el (labour inputs for the first and fixed productive as- 
sets for the second), while the third method is a multi- 
factor one, with a corresponding multifactor model. 

The calculations by the various methods are carried out 
in parallel; they intertwine with and specify one another. 
The calculations inevitably involve extrapolation and tem- 
porary hypotheses that are later specified or rejected. One 
and the same indicator is determined at different stages 
from different angles: from that of the need to ensure a 
given level of some particular indicator and that of the 
economic possibilities for doing so. As a result of a 
gradual approximation, resources and requirements are co- 
ordinated. 

Detailed macro-economic models in the form of various 
modifications of the intersectoral balance make possible 
the transition from summary indicators to sectoral fore- 
casts. The amount of detail in the sectoral calculations de- 
pends on how aggregated the multisectoral macro-econom- 
ic models are. 

The plan calculations of the volume and structure of 
production using intersectoral models are based on three 
elements. The first includes macro-economic indicators, 
obtained from synthetic calculations, that act as the gen- 
eral control characteristics for subsequent detailed calcula- 
tions. The second includes indicators of the dynamics of 
society’s final requirements in the form of indicators of 
the final product. The third element is a group of indica- 
tors of the technical and economic structure of produc- 
tion. This takes the form of coefficients for the inputs of 
raw and other materials, fuel, assets and labour per unit 
of output. 

The general form of the intersectoral model used in fore- 
casting and planning work is described by the following 
type of equation: 

** <o = 2 m Xj it) + b„ ( t ) k r {i x 

x AX/ (£ +r)-r'y* (if), 

Z = l, 2, i = 1, 2, . . ., T , 
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where X t (f)— is the volume of output of sector i in the 
year t of the plan period; 
a.ij — is the coefficient of direct expenditure of 
the output of the sector i per unit of the 
gross product of sector y; 

bij(t) is the specific capital expenditure of the 
output of sector i on the increase in a unit 
of output of sector y; 

r_ is the maximum capital investment lag 
(the period from the beginning of the in- 
vestment to the receipt of output engen- 
dered by it); 

— is the share of capital investment of the 
output of sector i for increasing the out- 
put of sector y, r years before the comple- 
tion of construction, in the overall volume 
of capital investment of the output of sec- 
tor i for the increase in the output of sec- 
tor /; . . ., 

Yf(t) —is the final product of sector i m the 
year t, minus productive capital invest- 
ment connected with the expansion oi pro- 
duction (this model also includes calcula- 
tions to determine the additional need for 
manpower of various skills). 


There are already sufficient data available in the USSR 
for individual elements of the general dynamic model of 
the intersectoral balance of production and distribution of 
output in the economy, as described above. 

Between 1963 and 1965, Soviet sectoral research and 
design institutes created the world’s first set of coeffi- 
cients of direct expenditures of objects of labour, the as- 
sets-to-worker ratio and the capital intensity of output. 
In these, the results arc accumulated of the technical and 
economic calculations carried out by sectoral institutes on 
the development of technology and production techniques 
and production organisation in the near future. The stan- 
dard basis of the intersectoral balance embodied the main 
trends in technological progress, progressive shifts in the 
structure of raw and other materials, fuel and energy con- 
sumed, the main directions in the improvement of the pro- 
duction apparatus of the national economy. The creation 


107 



of this basis made it possible to carry out variant calcula- 
tions for the balance of the production and distribution of 
output for 1970. In 1967-68, a number of variants of the 
intersectoral balance up to 1975 were worked out. Fur- 
ther work in this direction not only allowed standard in- 
dicators to be elaborated for 1980-85 and major amend- 
ments made to the structure of intersectoral models, 
but also these models to be moulded into an instrument 
for continuous forecasting at the pre-plan research stage. 
In the initial stages, an aggregate dynamic model of the 
balance was used to determine the possible rates and pro- 
portions of the economy’s growth over the next five years, 
hut in subsequent stages, increasingly wide use is made 
of a model of the physical and value balance, which is 
used for other purposes and not only to make experimen- 
tal calculations. The model of the physical-value balance 
makes it possible to tie in the calculations of macro-eco- 
nomic indicators and intersectoral proportions with ones 
characterising the specific intersectoral and key intrasec- 
toral interconnections. In its structure, this model is now 
the closest to national economic planning practice, as is 
determined by the range covered by the balance, including 
the list of key sectors (run by the most important min- 
istries), as well as specific types of product. Calculations 
of the physical-value balance in general were made for 
the five-year period for 25 industrial ministries on the lev- 
els of 30 sectors and 260 types of industrial and agricul- 
tural product. For the long term, such calculations wore 
made for a more aggregated list of 130 items. It should 
be noted that this model envisages a transition from the 
organisational-departmental aspects of planning (which 
virtually coincides with planning of the indicators for eco- 
nomic sectors) to planning by so-called pure sectors, em- 
bracing the output of a specific product throughout the na- 
tional economy. All this provides a single estimate of the 
interconnected volumes of the gross and commercial out- 
put of sectors and the volumes of production and use of 
the key types of resource in physical terms. 

The principles for constructing the physical-value mod- 
el, which are designed to make the plan calculations in 
physical and value indicators correspond to practice, 
determine (lie specifics of the physical-value intersectoral 
balance model. The equations of the physical-value balance 


for the production and distribution of output have the 
following form: 
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where x } —is the volume of produced (j) and distributed 
( i ) product, respectively, in physical terms, for 
the full national economic circuit, i, / — 1, 
2, 3, ... , n\ 

x) -is the volume of output of product j in the 
enterprises of sector k ; 

x h —is the volume of the gross product of sec- 
tor k\ 

ciij —is the expenditure of product i on the pro- 
duction of a unit of output j for the entire 
national economic circuit; 

a ih —is the expenditure of product i, not specified 
for individual products, per unit of the gross 
product of sector k\ 

a . — ig the share of the part of distributed prod- 
uct i, not broken down for specific consum- 
ers; 

y i —is the value of the final consumption of prod- 
uct i; 

pft —is tho share of the enterprises of sector k in 
the volume of output of product j for the full 
national economic circuit; 

v *— is the share of the commercial output of 
product j in the overall volume of its produc- 
tion in the enterprises of sector k\ 

ph _j s t j ie wholesale price of product j, produced 

in the enterprises of sector k; 

y h — is the share of other output included in the 
volume of the gross product of sector k ; 
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n, m — are the respective quantities of products 
and numbers of sectors included in the phys- 
ical-value intersectoral balance. 

The indicators obtained from solving the system of equa- 
tions of the physical-value model make it possible to es- 
tablish the balanced volumes of the production, distribu- 
tion and use of the output of sectors in value terms and 
of the key types of product in physical terms. They also 
allow planners to determine and assess quantitatively the 
scales of and trends in the main intersectoral links in the 
national economy. The fact that the model includes equa- 
tions describing the use of investment resources, fixed as- 
sets and manpower substantially expands the possibilities 
for its application. 

Comprehensive planning of the volume and sectoral 
structure of social production by applying the intersector- 
al method is based on calculations of the key factors de- 
termining shifts in intersectoral proportions, of changes in 
the volume and structure of society's requirements and of 
the trends In technological progress. 

The elaboration of the plan intersectoral balance in- 
volves drawing up the principles of the production prog- 
ramme for all major sectors of production, this constitut- 
ing the framework of the plan and serving as a reference 
point for detailed calculations on the sectoral and region- 
al plane. The more points are contained in the intersec- 
toral balance, the more detailed will be the indicators ob- 
tained for this comprehensive production programme for 
the national economy, which can be determined as control 
figures for sectors. 

The efficiency of using intersectoral models in compre- 
hensive planning is conditioned by the possibility of ob- 
taining several solutions. This is because different vari- 
ants can be calculated for the structure of the final prod- 
uct and different variants assessed, for the development 
of the sector’s production techniques. The latter might he 
expressed as technological coefficients of current and cap- 
ital outlays in the intersectoral models. 

A combination of the different variants of the two groups 
of indicators increases the number of possible solu- 
tions and allows the best of them to be chosen. It then be- 
comes possible to establish not only the interconnection 
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between the final requirements of society and the structure 
and volumes of production, but also to calculate the in- 
fluence exerted by technological progress on the develop- 
ment prospects for production and consumption. I’his last 
factor can only be taken into full account- in comprehen- 
sive planning, if the plan is drawn up in detail for each 
sector and region. 

Sectoral drafts based on multisectoral, macro-economic 
calculations make it. possible to get round the limited, lo- 
cal approach to assessing the efficiency of the sector’s de- 
velopment. At the same time, this expands the opportuni- 
ties for independently elaborating the plan within each 
sector and region. Such a scheme for comprehensive plan- 
ning is applied even at the lowest level — the enterprise, 
which can estimate the demand for its output, determine 
Ihc possible inflow of resources and investment for ful- 
filling the production programme, ail on the basis of de- 
tailed sectoral drafts. 

All these factors explain the attention focussed in the 
USSR during the ninth and tenth five-year plan periods 
on improving intersectoral planning. Intersectoral models 
(aggregate dynamic models) have become the central fea- 
ture now developed by the automated planning systems 
(APS) of USSR Gosplan and the state planning bodies of 
the Union republics. These models are used to ensure the 
interaction of ail the summary and sectoral subsystems of 
the APS. Within the “Master National Economic Plan” 
subsystem, not only are the conditions determined for the 
functioning of the models in their interconnection with 
the models of the other APS subsystems, but also the in- 
formation flows are described specifying interconnections 
of input and output data. 

Comprehensive planning greatly increases the number 
of plan variants considered and makes them more bal- 
anced, but cannot yet solve the final problems of optimal 
economic development. 

In accordance with the key provisions of optimal plan- 
ning, the national economy must develop with the most 
beneficial proportions and the greatest efficiency. Mean- 
while. the indicators of efficiency at all levels must corre- 
spond as closely as possible to the single national econom- 
ic optimality criterion and provide for the selection of the 
best development course for the economy. The specific 
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ways of co-ordinating local decisions with the goals of na- 
tional economic development must take account of the lim- 
ited natural, production and labour resources and scien- 
tific and technological knowledge. This work must be car- 
ried out within the framework of a single centralised 
hierarchical management system with precisely defined de- 
cision-making levels. 

One extremely difficult task to be carried out is to take 
combined account for the entire national economy of such 
demands as the fulfilment of the key development tasks 
in the form of clearly defined goal functions, the inclu- 
sion of all the diverse possible ways of attaining the sot 
goal through a variety of economic and technical options, 
as well as consideration of all the main limitations on re- 
newable and non-renewable resources. 

The elaboration of optimal planning methods has, in 
practice, developed into the construction of a multistage 
set of models for optimising the long-term national eco- 
nomic plan. This set is based, at the moment, on the mod- 
els of the intersectoral balance that are already in use and 
modifications of it in the form of models for intersectoral 
optimisation, for optimising the development and location 
of production, for optimising intersectoral complexes and 
sectors, for foreign trade and the structure of consumer 
demand. 

The set of mathematical economic optimal planning mod- 
els also includes ones designed for solving local produc- 
tion problems, finding the most profitable direction of 
freight flows, making rational use of the machine-tool pool, 
fuel and raw materials. Such models cannot, however, be 
called elements of optimisation of the national economic 
plan. 

At each level and stage in optimal planning, depending 
on the degree of aggregation, a specific description of so- 
cial requirements and specific resource indicators are used. 
Only modern automated systems for information collec- 
tion and mathematical simulation of economic processes 
by computer arc capable of elaborating optimal pro- 
grammes. The Tenth Five-Year Plan (1976-80) envisaged 
the widespread application of mathematical economic meth- 
ods, the use of computers, office equipment and means of 
communications. This provided the material base for prac- 
tical implementation of optimal planning. 
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The stages in the development of Soviet planning con- 
sidered above far from reflect all the complexity of the 
historical course followed by the country in this sphere. 
The development of each individual country involves spe- 
cific features that influence the formation of planning and 
the efficiency with which it is applied. In analysing the 
experience of planning in the USSR, it is important to 
note its dialectical nature and the use of methods corre- 
sponding to the socio-economic tasks and possibilities of 
the national economy. 

Stages and Methods 
in the Elaboration 
of Macro-Economic Programmes 
in the Capitalist Countries 

The interaction between a number of factors relating to 
the goals, the content and the methods of programming 
exerts a substantial influence on the elaboration of 
economic development programmes. The specifics of histor- 
ical development, the political situation and the organi- 
sation of the economic services in a particular state must 
also be taken into account. Even so, it is the goals and 
the type of programming that are the. most important 
among the multitude of factors deciding the logic applied 
in economic programming. 

There are three basic types of economic programming 
practised in the capitalist countries: anti-cyclical, partial 
structural, and structural. In Sweden and Norway the 
planning is mainly anti-cyclical; in Holland it is partial 
structural, and in France and Japan — structural planning 
is typical. 

The time horizon of economic forecasts and programmes 
depends on the type of programming. 

Short-term programming, usually based on the anti- 
cyclical approach, is designed to achieve an overall eco- 
nomic equilibrium and an active balance of payments. For 
this purpose, traditional, general methods of tax and fi- 
nancial policy are used. Even so, account must he taken, 
first, of the fact that the “plans” might reflect detailed 
proposals mainly concerning the probable demand for out- 
put in various economic sectors; second, that the countries 
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taking this approach do not automatically have to reject 
selective tax and credit measures. Such measures arc not 
usually included in the “plan ’, though they were initially 
employed in accordance with specific criteria for remov- 
ing obstacles to the “smooth functioning of the economy” 
or for attaining specific partial goals. There now exists a 
complex array of state policy instruments that, in some 
way or other, are used as elements of the programme and 
analysed within the framework of econometric models for 
compiling short-term programmes. 

The form of partial structural programming developed by 
Dutch economists is also used for short-term goals. It is 
a derivative of state budget policy. The economic programme 
in this case is regarded as a method for determining 
the policy with respect to the key sectors of the economy 
and serves primarily the goals of maintaining a high level 
of economic activity. The Dutch economists believe that 
partial structural programming is also applicable for me- 
dium-term “planning”. This approach undergoes changes 
as the time horizon of the programme etxends and evolves 
into structural programming. 

The provision of economic growth in the long term is 
envisaged in structural programming. This arose in France 
in connection with the plans for postwar reconstruction 
and is geared to attaining the structural changes, defined 
in advance, without which long-term economic growth 
would be impossible. Such changes, so the supporters of 
this sort of programming believe, cannot occur simply on 
the basis of the free interplay of market forces, so struc- 
tural programming is required. Here the role of the state 
in controlling the market mechanism increases. It is sup- 
posed that structural changes in production and the evo- 
lution of the key quantitative correlations in the economy 
can be achieved with the help of new capital investment. 
Selective political measures used to accomplish those 
changes cannot always, in practice, be determined quan- 
titatively within the framework of the sectoral models 
used in drawing up short- and medium-term “plans”. At 
present, alongside structural programming, anti-cyclical 
programming is developing in France. At the same time, 
in some countries programming is evolved from the anti- 
cyclical to the structural, from the current to the medium- 
term. I ri recent years, steps have been taken towards long- 
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term programming. Long-term draft “plans" outlining fu- 
ture state policy have been drawn up in France for the 
period up to 1985, in Austria up to 1980, in Holland up 
to the year 2000, in Sweden up to 1980, in Norway up to 
1990, and in Japan up to 1980. These long-term programmes 
are usually experimental ones. Britain has also done 
limited research (forecasts of public spending in connec- 
tion with the expected growth in 1980/81), as has Aus- 
tria (a “plan” for the development of education and the 
economy up to 1980) and Swmden (a forecast of manpower 
use for 1900 to 1980, as well as of the development of 
transport and energy supplies up to 1985). In the USA, 
the Hudson Institute has drawn up long-term forecasts up 
to the year 2000 and the White House Conference has elab- 
orated the prospects for US economic development up to 
1990. 

On the basis of estimates of possible long-term develop- 
ment, medium-term programmes are prepared and state 
economic policy decided. Thus, in France the forecasts for 
1900 to 1985 played a part in the elaboration of the 1965- 
1970 five-year plan. In this, the following problems aris- 
ing from economic development were considered: quanti- 
tative estimates for 1985, the influence of ecology, man- 
agement of the production apparatus, trends in urban 
growth, the structure of future consumption and the way 
of life, transport, scientific research, education, agriculture, 
the dynamics of the grow'th of state finances, and so 
on. During the preparation of the sixth five-year plan for 
1971-75, account was taken of the changes that might 
result from the scientific and technological revolution in 
many spheres of the production of goods and services over 
the next twenty years; the influence of the world market 
on the development of the industrial sector was assessed, 
including the impact of changes in technology, industry, 
and the economy as a whole on the quality of labour and 
the mobility of manpower, as w r cll as estimates of the ex- 
penditure on the relocation of manpower. Factors that in- 
fluence the way of life were studied, as w r ere different possible 
variants of the content arid form of this way of life, in- 
cluding such elements as the structure of consumption, 
possible uses of Lime and forms of social ties. 

One piece of research on the prospects for the develop- 
ment of individual economic sectors carried out in Brit- 
s’* 
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ain considered the main goals requiring public expendi- 
tures, i.c., education, public health, road building, 
housing, social transfers, as well as investment in nation- 
alised sectors. Since the problems studied can only be 
resolved given certain quantitative estimates of GNP 
growth and a description of its distribution for linal use, 
including the volume of private investment and the for- 
eign trade balance, this partial research required a transi- 
tion to broad macro-economic investigations. Long-term cal- 
culations, regardless of their experimental nature, pursue 
specific goals. In Italy, Norway, and Japan, such calcula- 
tions help in the preparation of medium- and short-term 
state plans and programmes. In Austria, Britain, France, 
Italy, Holland, Norway, Sweden, and Japan, certain legis- 
lative measures for regulating the economy have been elab- 
orated on the basis of estimates of future development. 
The main task involved in this work in Austria, Italy, 
Holland, and Sweden has been to define recommendations 
for private companies concerning economic policy. Finally, 
such research is also of academic interest. 

Thus, there is an interconnection between the calculations 
and programmes made for different time horizons. Depend- 
ing on the nature of the programming in a particular coun- 
try, long-term calculations constitute, as it were, the pivot 
for medium- and short-term development programmes. In 
anti-cyclical programming, the parameters of long-term re- 
search are used to resolve short-term problems. Structural 
programming is based on many characteristics of long-term 
forecasts, since its purpose is to create new development 
conditions. 

Long-term drafts are regarded by state economic organi- 
sations as major documents, though they do not always re- 
ceive official state approval. Even in the USA the impor- 
tance of long-term forecasts and draft plans for developing 
state policy is recognised, in spite of the fact that the coun- 
try has no official doctrine or official economic program- 
ming bodies. This is evidenced by the statement made by 
R. Miller, executive director of the White House Conference 
on the Development of the Economy of the USA up to 1990, 
concerning the possibility of quantitative forecasting of eco- 
nomic development and the economic growth figures that 
might serve as a basis for planning future social develop- 
ment. 
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In the capitalist countries that practise state program- 
ming no consistent dependence can be established between 
long-term forecasts and drafts, and medium-term programmes 
and short-term “plans", like that existing between the 


long-term, five-year and annual plans in the socialist coun- 

tri At present, owing to the interweaving of the forms of 
anti-cyclical and structural programming, the view that pro- 
grammes should be built on a pyramidal time basis is gain- 
ing increasing recognition: long-term forecasts and drails 
provide the basis for drawing up medium-term programmes, 
on which, in turn, short-term ones are based. Yet, since there 
are substantial differences between anti-cyclical and struc- 
tural programming and since tlieir targets are diametrically 
opposed, implementation of this idea has produced no pre 
cisc formalisation of the interconnections between the three 
time forms of drafts and programmes. 

In spite of the specifics of the economic development in 
individual countries and the differences in the forms ot 
programming, the latter can be divided into three mam 

stages: , 

— the collection of preliminary information on the pi ex- 
cesses taking place in the economy, in individual sectors and 
on individual markets: 

- the choice of programme goals (short-, medium- or long- 

— transformation of all the collected and processed inhu- 
mation into a co-ordinated development project. 

It must be remembered here that, in the initial period ot 
its development, programming was greatly influenced by sta- 
tistical concepts and was based on national accounts and 
Keynesian theories that, together with contemporary meth- 
ods of market analysis, later developed into macro-eco- 
nomic models. This was stated by the Dutch economist Jan 
Tinbergen, and it reveals not only the theoretical, hut also 
the informational basis of programming, which is built on 
two supports national accounts and direct surveys of firms. 

The task undertaken by the compilers of national accounts 
is to establish the formal correspondences in the economy. 
The interest shown in these by bourgeois economists is not 
accidental. In the capitalist economy, the state can influence 
social reproduction only indirectly, mainly by affecting the 
formation and distribution of incomes through financial, 
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credit and monetary policies. The development of national ac- 
counts allows the correlation to be revealed between produc- 
tion and consumption, accumulation and consumption, the 
input-output ratio in production, the share of the country’s 
foreign trade turnover, the share and forms of capital invest- 
ment in the various spheres of the economy, the sources of 
Ibis investment, the exchange between the individual sec- 
tors of the economy, including intersectoral links, and other 
factors affecting the dynamics and structure of social produc- 
tion. 

The exchange concept lies at the base of the compilation 
of national accounts. Accordingly, all activities are consid- 
ered as productive, if their result is realised on the market. 
Production is thus interpreted very broadly and is inflated 
by the inclusion of various non-productive services. Tn the 
French national accounts, production includes the possession 
of real estate and housing, health establishments, cultural 
and entertainment premises, as well as the services of legal 
offices and private educational institutions. This results in 
an inexact definition of the characteristics and values of 
all categories connected with production (the social product, 
the national income) and, consequently, in a distortion of 
the true picture of economic interconnections. 

Recently, individual capitalist countries have been attempt- 
ing to co-ordinate their national accounts with input-output 
tables in order to improve the analytical arid practical appli- 
cation of national accounts as an instrument of economic 
analysis and programming. Such a co-ordination allows more 
detail to be introduced into individual elements of the 
national accounts and, at the same time, the information 
contained iri them to be used to expand the quadrants of 
the table of intersectoral ties. This creates the necessary con- 
ditions for co-ordinating the key summary synthetic indi- 
cators with the specific economic parameters of individual 
sectors. The table of intersectoral ties, reflecting the mate- 
rial structure of the economy, can in a sense be regarded 
as a further development and improvement of national ac- 
counts. 

In contrast to national accounts and tables of intersectoral 
lies, providing systematised and to some extent controlled 
economic information for the building of economic program- 
ming models, other forms of information arc extremely 
arbitrary. As a rule, the programme is based on two types 


of information- national accounts and surveys, as well as 
other requests for economic data. The latter cannot, how- 
ever, be considered complete or reliable. State bodies ask 
firms for data on their output, material outlays, investment, 
employment, and so on. This is essentially a formal demand, 
for in the capitalist economy the nature of the information 
supplied depends completely on the entrepreneur, thus, the 
process of sectoral calculations is restricted to those indica- 
tors that the sector considers the main ones. Many sectors, 
especially those in which small and medium-size enterprises 
predominate, do not figure in the investigation at all. l)iin- 
culties in consultations with firms arc inevitable. In sectors 
consisting of a large number of small firms, it is hard to find 
any big enterprises to consult with. Yet, even on the level 
of the largest enterprises and leading sectors of industry the 
research and consultation procedure encounters certain diffi- 
culties. Entrepreneurs reap no benefit from spending then- 
time and that of their employees, which costs money, on mak- 
ing any serious effort to prepare information on the firms in- 
tentions, and they prefer to keep information on the affairs 
of their enterprises secret than to make it available to com- 
petitors. The profit motive works against the provision oi 
information. 

On the basis of the economic data collected from various 
sources by the central government services, first the state of 
the economy is assessed and the key tasks determined for 
the development programme and, second, econometric models 
arc elaborated for programming purposes. 

In the initial programming stages, an overall picture ol the 
future state of the economy is drawn by extrapolating the 
constant characteristics of its interconnections. The data ob- 
tained are compared with the set of chosen goals for eco- 
nomic growth and the desired structural changes, in older to 
decide whether these goals are feasible. Then econometric 
methods are used for determining the overall trend in the 
state’s economic policy. These methods arc employed in 
drawing up short-term programmes for maintaining the level 
of business activity and medium-term ones envisaging 
structural changes in the economy. 

The preliminary forecasting, choice or goals and policy 
variants involve the continuous assessment of the inter- 
dependence between the main endogenous (incomes, pro- 
duction. expenditure coefficients, investment) and exogenous 
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values (population growth, the development of world trade, 
the income and price levels in other countries). It is no 
easy matter to break down these values in this way, and of- 
ten variables dependent on internal factors are taken as 
exogenous. Moreover, the nature of a particular value is 
affected by the time horizon of the plan. In short-term pro- 
gramming, for instance, planners can get by without taking 
account of the close connection between public spending and 
the economic and social factors that determine it— popula 
tion growth, the need for investment, the infrastructure, and 
so on, while this is impossible in long-term programmes. 

In programming economic development, it is primarily 
variables connected directly with the so-called general wel- 
fare that are considered (i.e., target variables— the level and 
growth of the GNP , employment, the balance of payments, 
and the price level), as well as those that can be controlled 
directly, so the choice of economic policy is often deter- 
mined according to estimates of the quantitative influence 
exerted by instrumental variables on these targets. The dif- 
ferent policy variants are evaluated, and then the one most 
suited to the attainment of these goals selected. 

i’lie influence of instrumental variables on the goals and 
the quantitative assessment of this influence can be deter- 
mined using macro-economic models based on summary para- 
meters. Proceeding from the thesis concerning the turnover 
and inseparable link between the parts of social production 
Iliesc equations are combined into a system and then 
transformed. The quality of the model’s parameters is test- 
ed Irom both the statistical angle (the formal reliability of 
the parameters) and that of their economic content (their 
economic meaning). Then the models are used for forecast- 
ing and making quantitative assessments of economic deci- 
sion-making. 

The endogenous values (assuming the current policy re- 
mains unchanged) are forecast by substitution in the equa- 
1,0118 of exogenous variables. The values of the controlled 
exogenous variables arc taken from decisions that have al- 
rciicly been made. Exogenous variables for the economies of 
other countries or for other economic factors are estimated 
by experts. 

There is another broader approach to describing econom- 
ic policy. This is the so-called “method of flexible targets” 
under which quantitative goals are replaced by various defi- 
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nitions of the economic policy tasks. The goal is not ex- 
pressed precisely, since the main thing is to find the maximum 
preferential index, which is the mean weighted value of sev- 
eral target variables. Let us assume that, in the long-term 
programme, the policy goals arc the per capita consumption 
level and the growth rate of investment, or reduction in the 
balanco-of-payments deficit and the employment level. Those 
goals are not set quantitatively; the function of these va- 
riables is derived and its extreme value sought, taking ac- 
count of the constraints on all the corresponding variables. 
It is difficult to calculate this coefficient, especially when 
a general complex of economic reproduction problems is 
being assessed. A multitude of goals arc considered in this: 
attainment of an equilibrium of the balance of payments, 
maintenance of an acceptable number of the unemployed, 
stabilisation of the price level, wages, an increase in invest- 
ment. 

Substantial problems are encountered in applying the meth- 
od of flexible targets in aggregate macro-economic models, 
as bourgeois economists themselves admit. Tf the analysis 
goes beyond the bounds of the macro-economic variables, 
File use of this method takes place during a transition from 
the second to the third stage in programming, since it is at 
the third stage that specific problems of economic sectors or 
branches of industry are considered in their interconnection, 
with the internal and oxternal markets, etc., taken into ac- 
count. 

The two stages in programme compilation outlined above 
are carried out mainly by central government bodies. In 
Franco, the work on the initial variant (or, in the French 
terminology, the “zero-variant”) begins three years before 
the start of the plan period. The General Commissariat for 
Planning estimates the volume of production and invest- 
ment, as well as employment in the sectors of the economy, 
considers the possibilities for developing foreign trade, traces 
the probable dynamics and structure of personal consump- 
tion. In Britain, the National Economic Development Coun- 
cil determines a scries of macro-economic indicators (assum- 
ing that the annual GNP growth rate is 4 per cent), includ- 
ing such elements of the final product ns personal consump- 
tion, investment, exports, public spending on national 
needs, and so on. Since the British manufacturing industry 
is based on imported raw materials, the need for imports is 
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also calculated. Oji the basis of demographic forecasts, the 
possible indicators are estimated for the growth of labour 
productivity, conditioned by the established rate of growth 
and limitations on employment. Roughly the same procedure 
is followed in Holland, Belgium, and other countries. 

The most complex stage in programming is the third one, 
which begins with the initial (zero) draft being sent to var- 
ious ministries, banks and other state organisations and, 
sometimes, to major companies, the leaders of political par- 
ties and trade unions. After this, the centralised and decen- 
tralised programming spheres begin to interact. The first of 
these accumulates and co-ordinates individual drafts pre- 
pared by government organisations in reply to the preliminary 
outlines of the programme drawn up by the government 
planning services. The proposals of ministries are taken into 
account and the result eventually formulated as a description 
of the production of goods and services in the form of an 
intersectoral balance for the plan period. While the sphere 
of centralised work is conditioned, to some extent, by re- 
strictive characteristics and tied to technical processes and 
economic interdependences, the decentralised one is connected 
with the interests of non-state economic units, political par- 
ties and organisations, and is geared to “co-ordinating” the 
various private interests of competing monopoly groups, and 
to attempts to “attain” a class compromise. 

Thus, capitalist programming has been confronted with 
a difficult task — that of co-ordinating not only the interac- 
tion of multiple economic sectors in the development pro- 
gramme, but also the interests of competing groups. More- 
over, the work at this stage is arranged in such a way as 
to filter the opinions of progressive organisations and trade 
unions through the mesh of the state economic services 
and to find justification for ignoring most of the demands 
and wishes of such organisations. In this the class charac- 
ter of programming in the capitalist countries is manifested. 

Owing to the lack of correspondence between the interests 
of those taking part in drawing up the programmes, this 
work drags out into a protracted co-ordination of the key 
indicators. It is under “planning hy co-ordination”, 1 as some 

1 By using Ihis term, bourgeois economists underline the 
Specific nature of the work involved in drawing up the indicative 
plan which, in their opinion, is the result of the collective efforts 
of representatives of society’s main social forces: entrepreneurs, 
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bourgeois economists call it., that the full incompatibility 
becomes clear between the viewpoints of people representing 
different, and sometimes hostile groups, any compromise be- 
tween them always being enforced and short-lived. 

Western economists include many critics who believe that 
the programming “data contained in such plans— from the 
overall size of the GNP down to individual goods and ser- 
vices— must be regarded as the result of various compromises 
worked out between persons collaborating in drawing up the 

plan All those who feel they have been prejudiced 

are, based on past experience, inclined to seize 
every opportunity to compensate themselves by other 
means and this must in every case lead to non-fulfilment of 
the plan.” 1 

It. is the difficulties encountered in drawing up a detailed 
co-ordinate programme, rather than the desire to attain a 
high level of economic equilibrium, that gave rise to miltiple 
iteration in the programming procedure. 

The programme adopted after the many debates cannot 
be called final. Pressure from ruling parties and the 
government influences the choice of the final variant of the 
programme. The illusory democratic nature of the procedure 
is obvious. For instance, the fifth French “plan”, discussed in 
parliament in September 1964 as the “Rapport sur les 
principals options”, was developed further in various sec- 
toral and problem commissions that considered both the na- 
ture of the discussion in parliament and the government’s 
stipulations. 

The development of methods for macro-economic pro- 
gramming. Changes in methods used for economic develop- 
ment programming are conditioned by the transition from 
anti-cyclical to partial structural medium-term program- 
ming, and then to the medium- and long-term structural pro- 
gramming. 

The historical and logical substantiation of the govern- 
ment programme for economic development began with the 
determination of macro-economic indicators. In the initial 
stages of state economic regulation, the instruments used for 

working people and the state. Such a description of capitalist 
programming is based on the widespread theory of “social partner- 
ship”. 

1 Intereconomics. Monthly Review of International Trade and 
Development (Hamburg), No. 10, October 1966, p. 21. 
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assessing government actions, which were regarded as tem- 
porary measures geared to restoring the disturbed balance 
in the economy, included various models of overall and par- 
tial market equilibrium. The reason for this was that the 
state itself was considered as a source of additional demand. 

Owing to the random nature of the reproduction process 
under capitalism, the search for levers for exerting a prac- 
tical influence on economic development through regulation 
of purely market relations produced no results. It is extreme- 
ly difficult to find an instrument for regulating the pro- 
cesses of production in tho exchange sphere. Even so, recent 
works by bourgeois econometricians have positively appraised 
such propositions as division of the national economy in- 
to production and consumption units, isolation of price from 
the commodity in physical terms, introduction of constant 
production functions in the form of expenditure coefficients, 
isolation of means of production and consumer goods from 
among the entire mass of products. 

Since the models of global and partial equilibrium did not 
produce the desired results, bourgeois economists stepped up 
their search for ways to “improve” the capitalist economic 
system by influencing the summary indicators through so- 
called aggregate macro-analysis and tho elaboration of sin- 
gle- and two-sector macro-economic growth models, as well as 
factoral analysis and production, functions. In contrast to 
research into the global equilibrium, the development of 
macro-economic analysis was provided with a solid statisti- 
cal base. 

In analysis of macro-economic systems by the maximum 
possible aggregation of economic totalities, the number of 
factors (serving as the variables of the model) decreases. 
This virtually eliminates the problem of determining the 
Price equilibrium since, in a very aggregate model, there is no 
longer any precise dependence between prices and the vol- 
ume of production. The summary characteristics of the repro- 
duction process and the interconnection between the most 
general parameters of the national economy are analysed. In 
national income models, some indicators arc put forward as 
the argument and the others as its function. For instance, 
Keynes’ national income model divides into two parts: con- 
sumption and savings {Y=C-\-S). In practice, savings are 
equated to investment which might be an independent var- 
iable and, through the Multiplier, affect the national income. 



124 


These models are only of interest as preconditions for the 
development of programming methods. It is worth noting 
that some of their variables are considered as autonomous 
elements, while others are stimulated ones. Excessive aggre- 
gation substantially reduces the possibility ol analysing the 
specific nature of capitalist reproduction, thus, the incomes 
of opposing classes are brought together in a .single summary 
indicator. In reality, the functional purposes of the incomes 
of the working people and of the capitalists differ, and their 
movements are antagonistic. . 

When the indicators are greatly aggregated, the princi- 
ples according to which they are combined play a fundamen- 
tal role. A summary indicator will be unstable if it is made 
up of ones with different functional features, and the data ob- 
tained from it will give an imprecise idea of the economy’s 
development. In analysis of the growth problems, not only 
the combination principles are of significance, but also a cor- 
rect estimation of the bounds within which aggregate models 
can be applied. The compilers of the first development pro- 
grammes generally confined themselves to using aggregate 
macro-models for determining strategic variables. Later, such 
indicators began to be used as limits for the calculation of 
subsequent, more detailed parameters. 

In assessing the global characteristics of development, 
two fundamental approaches, as already mentioned, can be 
pinpointed that correspond to the essence of the capitalist 
economy. The first approach consists in estimating the pos- 
sible volume of the production of goods and services on the 
basis of available primary production resources. In other 
words, the supply of goods and services offered by produc- 
ers is evaluated assuming the possible utilisation of existing 
and prospective resources. The second approach to determin- 
ing strategic characteristics is to evaluate the prospects for 
development from an estimate of changes in the elements 
of overall demand. 

The method of expert estimates and simulation, combining 
the two approaches described, constitutes the set of instru- 
ments for calculating indicators. The nature of the tasks con- 
fronting programming organisations, the available econom- 
ic information, and the qualifications and experience of the 
staff of the special programming bodies decide which models 
are to be used. Accumulated knowledge and experience allow 
individual programming bodies to apply more complex mod- 
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els, but oven then many key parameters are simply estimat- 
ed by experts. This involves major drawbacks. Expert esti- 
mates are based on the intuition and experience of the ex- 
pert* i.e., on both objective knowledge and subjective under- 
standing. The latter cannot be quantified. The extent to 
which it corresponds to actual trends is not determined. More- 
over, new trends in the development of production tech- 
niques are only included in aggregate estimates after a consid- 
erable delay. They are felt more on the intermediate econom- 
ic levels, hut offset one another on the higher level. Anal- 
yses of global indicators do not always take account of this 
fact, so the expert gels the impression of a sort of stationary 
state that does not correspond to actual processes. 

The compilation of programmes differs from forecasting 
by Lhe fact that models are used even in the initial stages, 
models in which the nature of the impact of instrumental 
variables is assessed. Varieties of the Ilarrod and Domar 
models are used to investigate the first approximate determi- 
nation of future growth: 

Y ‘-M l + t). 

where Yz — is the volume of Lhe national income in the 
forecast period; 

Yp— is the volume of the national income in the base 
period; 

a is the accumulation rate; 

k — is the capital coefficient (the “capital-output” 
ratio). 

Calculations of the value of the national income and the 
rates of economic growth through the accumulation rate and 
investment efficiency, in their simplest form, do not reflect 
the actual interconnections that exercise a substantial in- 
fluence on the development process. Such important condi- 
tions for the use of investment as the effect of the lag in 
investment returns, depreciation, the possibility of selecting 
capital-intensive (labour-saving) or labour-intensive (capi- 
tal-saving) development variants, etc., are not taken info ac- 
count. 

At the stage of macro-economic calculations, the investi- 
gations cover mainly Lhe permissible limits to the increase 
or decrease in the share of accumulation, given various 
scales of autonomous investment and considering analysis of 
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the possible government policy with respect to investment. 
First, the sphere of possible solutions with respect to the 
share of accumulation is analysed. These are limited, on the 
one hand, by the minimum permissible growth rate of con- 
sumption, and by the maximum possible increase in the ac- 
cumulation fund, real means of production resources and 
their potential growth, on the other. It is in the initial stage 
that the possible change in the efficiency of investment 
is assessed by analysing technological progress as a devel- 
opment factor. The quantitative measure of such changes 
is obtained beyond the bounds of the simplest single-sector 
models. 

At the first stage in programming, attempts were made 
to make the models more complex. For instance, the amount 
of depreciation, which in some countries is significant, is 
taken into account using indicators of the amount of depre- 
ciation rates of the fixed capital and the share of equipment 
replacement. Different variants are used to calculate the in- 
vestment lag. At this stage, this problem is just as important 
as the problem of assessing the influence exerted on devel- 
opment by such factors as labour and technological progress. 
The impact of the indicators of labour and technological 
progress is determined using the Cobb-Douglas production 
function, which takes the following general form: 

y = (Z + e)<a*fc>\ 

where V — is the volume of production; 

a — is the number of workers or quantity of labour 
used; 

k — is the capital used; 

e — is the mean annual growth in efficiency. 

The parameters of development with changing correlations 
between the amount of labour and capital used and the lev- 
el of technology are analysed using macro-economic calcu- 
lations and applying a production function. 

These parameters are employed to ascertain various cor- 
relations between the demand for factors of production— la- 
bour and capital— and their prices, in accordance with the 
characteristics of their marginal productivity. In such models, 
individual parameters are determined differently. Thus, the 
supply of capital depends ori both the overall amount of cap- 
ital available and the returns per unit of capital. In turn, 
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the influence exercised by labour and capital on the econom- 
ic growth rates depends on the growth rates of wages and 
incomes, and the limits of these resources. Such calcula- 
tions help in assessing the degree of influence exerted by 
changes in the share of accumulation, the growth of efficien- 
cy, the population growth and wage rises on employment. 
Although the limits ori resources differ from country to coun- 
try, the results of experiments with production functions 
have shown that an acceleration of population growth usually, 
ceteris paribus, accompanies a slower acceleration in the 
growth rate of production. All this makes it possible to esti- 
mate resources from the use angle and to consider, in the 
first approximation, which instruments of economic policy to 
apply in the future: measures geared to changing the demo- 
graphic situation (in the bounds of long-term programmes), 
regulation of wages and their minimum level, the attraction 
of new investment and tax regulation applied to both labour 
and capital, and so on. 

One major problem at the given stage in macro-economic 
calculations is to take account of technical changes in the 
coining period. Owing to the difficulties involved in forecast- 
ing possible technological shifts on such an aggregate level, 
attempts are made to present it through other parameters— 
various combinations of capital and labour. For this purpose, 
the dependencies described by technological feasibility curves 
are used. For instance, a description of labour productivity, 
conditioned by the capital-to-worker ratio, is one interpreta- 
tion of the technological curve. Economists try to use a 
production function to isolate technological progress as an 
independent growth factor. 

The results of isolating a multitude of individual factors 
are closer to reality, since this reduces the share of unac- 
counted for oi' poorly revealed factors. Yet the disaggrega- 
tion of parameters makes greater demands on the methods 
for estimating the input parameters and characteristics. 

The essence of another approach, by elements of demand 
on the general parameters of the development programme, 
consists in a sectional study of trends in the demand for the 
key components of total demand. Recently, attempts have 
been made to take into account the interests not only of in- 
dividual market agents, but also of the government, which 
stimulates or restricts the scale of activity, for instance, in 
Lhe sphere of capital construction. 


. 
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A combination of time development trends in macro- 
systems relating to consumer demand as a whole, with 
stable structural changes in individual demand, predeter- 
mines the volume and structure of consumer demand at the 
given programming stage. Here, the interconnection between 
the dynamics of incomes, the demand for individual goods 
and the degree of saturation (level of stocks) of such goods 
are analysed. The scale of income tax in general, and the 
tax on personal incomes in particular, not only influences 
the size of overall consumer demand, hut under the selec- 
tive approach taxation can act as an instrument for control- 
ling consumer demand and its structure, so this and its scale 
are increasingly regarded not only as functions of incomes 
from production (through the indicators of the employment 
and wage levels), but also, to some extent, as functions of 
the stale’s economic activities, measured by the volume of 
financial resources passing through the state budget. 

In recent decades, the bourgeois state has been making 
efforts to affect economic development using multisectoral 
analysis. The transition to elaborating programmes for a 
large number of sectors is a result of both the logic of prog- 
ramming itself and the stale’s need to stimulate or limit 
the development of the key economic sectors. 

Multisectoral analysis lias developed from the theoretical 
stage into a set of applied instruments for capitalist pro- 
gramming. This is engendered by the growing state interven- 
tion in specific spheres of economic activity. In a number 
of instances, the state oxerciscs a direct influence on the de- 
velopment of individual sectors of the national economy, es- 
pecially industry. 

The applied nature of the multisectoral analysis instru- 
ments and the creation of a corresponding statistical base 
has made it possible to apply the “input-output” method 
for predicting possible fluctuations not only on markets for 
the commodities produced and purchased by firms, but also 
on those of all kindred goods. The possibility has emerged 
for combining partial analysis of supply and demand with 
overall economic analysis of the business cycle in the near 
and more distant future. When the public sector of tho econ- 
omy is substantial, there can be no possibility of efficiently 
running its activities without multisectoral analysis and 
programming applied to the turnover of resources in the 
capitalist economy on the detailed sectoral plane. 
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Multisectoral programmes are buiit on the basis of mod- 
els that constitute different developments of Lcontief's orig- 
inal model, known as the input-output model. Leontief’s 
work The Structure of the American Economy 19 J9-1929, 
which came out in 1941, is considered a classic of multi- 
sectoral analysis literature. Soviet economists know an earlier 
work by him: his review of the work done by the USSR 
Central Statistical Board 7 he Balance of the National Econo- 
my of the USSR for 1923124 . 1 In this he analyses the 
first large-scale work by Soviet statisticians. Leontief noted 
lhat the new feature distinguishing this balance fundamen- 
tally from usual economic and statistical research, such as 
the American and British censuses, is the fact that it at- 
tempted to provide figures not only for production, but also 
for the distribution of the social product. The aim here was to 
provide an overall picture of the entire reproduction process 
in the form of an economic table. The Balance of the .Na- 
tional Economy for 1923/24 was a staggered table of in- 
tersectoral flows in the national economy with an analogous 
composition of the subject and predicate. 2 

A number of the provisions of this balance were later used 
by Leontief in his research into the US economy: 1) the 
staggered form of the table reflecting the interconnections 
between sectors in the production process (the compilers of 
the first Soviet balance called this table a balance sheet of 
the national economy); 2) the pinpointing of four groups 
of commodities playing different roles in the reproduction 
process (implements of production, raw and other materials, 
fuel and consumer goods). It. should be noted that research 
into investment matrices (virtually included in the Balance 
of the National Economy of the USSR for 1923/24) began 
much later than the elaboration of input-output tables; 
3) the construction of a table of interconnections in the na- 
tional economy on the plane of so-called pure sectors (or, as 
the compilers of the balance called it, the “logical classifica- 
tion principle”). 

AH this prompts the conclusion that. Leontief’s research 
was based both on the theoretical constructions of bour- 
geois econometrics and on the practical calculations made 

' Planovoye khozyaistvo, No. 12, 1925, p. 254. 

- The Balance of the National Economy of the USSR for 1923/24 
Transactions of the USSR Central Statistical Board, Vol. XTX,’ 
Moscow, 1925 (in Russian). 


by Soviet statisticians. He succeeded in making the balance 
an algebraic interpretation of the interconnections in the na- 
tional economy, giving it the form of a set of equations. 
This allowed him to trace more precisely the scale of the in- 
fluence exerted by changes in individual indicators on 
the entire system of economic ties. In his initial mod- 
el, Leontief defined the demand for each sector's output 
as conditioned by the volume of output of all other 
sectors. Owing to the highly determinate nature of 
this model, it produced no interesting results, since 
the entire system was strictly connected linearly and 
an increase (or decrease) in one indicator produced a propor- 
tional increase (or decrease) in all the others. Yel even in 
this simplified multisectoral model there were a number of 
positive factors. Previously, the concept of the national 
product as a sort of variation in the value of the national 
income had prevailed in bourgeois theory. In Lcontief’s mod- 
el the national product of the country is interpreted as the 
gross aggregate product, taking account of the turnover of 
objects of labour (the intermediate product). This made it 
possible to proceed later to estimating the possibility of the 
state exerting an influence on the production structure 
through autonomous indicators. The assumption that prices 
did not affect the volume of output and the level of the coef- 
ficients and that these latter were stable allowed Leontief to 
isolate the autonomous variables in the system. Another in- 
teresting feature is that the original input-output tables for 
the US economy from 1919 to 1929 presented domestic out- 
put in the form of labour input, the way it was done in 
the 1923/24 Soviet balance. 

1 he fact that it is impossible to exert an influence through 
any individual, independent elements, owing to the highly 
determined nature of the closed input-output model, gave 
rise to the open input-output model. This allowed account to 
be taken of the specifics of capitalist economic regulation. 
The state can influence primarily those elements that consti- 
tute final demand in the input-output model: investment, con- 
sumption, government purchases. Using such built-in regula- 
tors, the state influences the scale and structure of each of 
these elements. Intersectoral flows are much more difficult 
to control by state policy, since they are predetermined by 
the extent to which the division of labour is developed and 
the trends in technological progress in the various cconom- 
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ic sectors. Yet both the input-output model and its mul- 
tiple variants greatly simplify the actual interconnections 
in the economy. 

The key element of final demand is consumption, which 
accounts for 75 to 90 per cent of the entire final product. The 
precise calculation of output volume hinges on the determi- 
nation of the size and structure of consumption. Two ap- 
proaches to simulating consumer demand are possible. The 
first assumes that consumption calculations are predetermin- 
ed hy the data of a more aggregate model of the national 
economy than the input-output model. As a basis for the 
calculations, data are taken on the increase in the per ca- 

pita income using the elasticity coefficient of demand 

with respect to income ( a* ), the demand for specific items 
( Ci ) is calculated, given the population size. 

The elasticity coefficient is worked out in different ways. 
For countries with a highly dynamic lovel of incomes, linear 
elasticity coefficients are less suitable, since they ignore 
changes in this coefficient itself. Graded forms of such coef- 
ficients correspond better to the actual dependencies between 
the dynamics of the demand for commodities and those of 
the income level. The overall size of the demand for a group 
of commodities can he defined as follows: 



where, in addition to the definitions already given, 

Y— is the summed consumer income; 

N — is the population; 

C t —is the constant element in the description of the 
consumption of group i commodities; 

ai — is the indicator of elasticity of demand for com- 
modity i depending on income. 

Another type of consumer demand simulation is an in- 
terconnected calculation of the levels of incomes, the vol- 
ume and structure of consumption within the input-output 
model. Tts purpose is to minimise autonomous demand, 
which is confined, in the given case, to investment, exports 
and public spending. The incomes in each of the sectors 
constitute one elemont of the expenditure functions (rep- 
resented by the data in the columns of tho input-output 
table). Given a specific consumption rate for each sector 
(determined by the marginal propensity to consume cor- 


132 


responding to the income level), the overall income used 
for consumption purposes in all sectors of the economy can 
be established on the basis of expenditure functions. The 
consumer demand for individual groups of commodities, 
which is decided by the income received, can be expressed 
in tbe system through the coefficients of elasticity and the 
employment indicators by sector. 

The simplest input-output models were tho main instru- 
ment used for elaborating the British National Plan for 
1970. The British experience of national programming 
was an example of the practical use of this type of model. 
Application of the intersectoral method came down to the 
mutual adjustment and co-ordination of independent esti- 
mates of output and material inputs prepared in individu- 
al sectors up to 1970. According to the British economists, 
they could not achieve an ideal sequence in elaborating 
the plan model of the intersectoral balance. Part of the 
blame for this was laid on the sectoral services, which did 
not always keep to the provisions and figures prepared by 
the central programming body. The lack of any formal 
scheme for comparing the answers received from the sec- 
tors and of methods for converting them into the required 
parameters also had a detrimental effect. 

Since input-output estimates are based almost entirely on 
extrapolation of past trends in the technological coefficients 
and elements of final demand, sectors were encouraged to 
carry out research in order to produce their own estimates. 

Improvement of the calculation methods on the basis of 
the simplified (open) input-output model presupposes a 
cut in the number of exogenous parameters, above all in- 
vestment. The main form of such models, which are 
called dynamic ones, was worked out almost simultaneously 
hy Leontief, Holley, Hawkins, and Georgescu-Roegen and 
these are used in practice in capitalist programming. They 
differ from static input-output models in that they make in- 
vestment flows (or the increment in fixed assets) a func- 
tion of changes in the scale of production and, in the final 
analysis, of the volume and structure of the final product. 
Dynamic models assume constant capital and current ex- 
penditure coefficients. This is a very arbitrary assumption, 
since the parameters describing the structure of invest- 
ment distribution are the most mobile of all the model s 
elements. The structure of the intersectoral distribution of 
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investment predetermines the trends in technological pro- 
gress, which must be taken into account in analysing the 
problems involved in reproduction. This type of multisec- 
toral model casts a doubt on a number of the fundamental 
provisions accepted originally, notably: the constant 

technology behind the constant expenditure coefficients, 
the nature of the technical processes not permitting any 
substitution or choice. This latter is often formulated as 
the condition that each sector in the input-output model 
specialises in the production of only one type of output 
and each individual type of output is produced by only 
one sector. In the transition to models that better reflect 
the real economic processes such constraints are removed. 
Thus, in a differentiated consideration of the ways of mak- 
ing investment, the assumptions noted lose their significan- 
ce. The traditional precondition of input-output models, 
that one factor of production— manpower— is limited, also 
disappears. Since solution of the system of differential 
equations presumes the presence of all the initial conditions, 
and not only the structural coefficients at } and btj , limits 
are set on all types of productive resources in the model. 
All this testifies that there is a wide gap between the ini- 
tial assumptions of the static and dynamic models. The 
introduction of new conditions into dynamic models with 
a large number of sectors necessitates application of a more 
complex mathematical apparatus. 

The use of dynamic multisectoral models in elaborating 
national economic development programmes in the capital- 
ist countries has shown the limited nature of construc- 
tions of this type. This is due to the general principled 
approach, inherent in all bourgeois economics, to analysis 
of the development and to compilation of the programme, 
the attempt to explain a complex process by analysing a 
limited number of assumptions. Initially, attempts were 
made to apply non-complex dynamic models for program- 
ming the entire reproduction process. On the assumption 
that the technological coefficients m, and the capital coef- 
ficients b ij are constant, only simple balanced growth in 
the framework of the total of sectors and branches in- 
cluded in the model can he analysed. If a-,j and bij are 
taken as variables, the picture obtained might show a dispro- 
portionate structure with resources not. used to the full. 
In both cases, the given variety of model does not provide 


a positive solution to the problem of achieving a stable 
price system. The drawbacks include the fact that, m 
drawing up a programme using such models, a single type 
of production process is assumed for each sector, an un- 
changing level of specialisation, a limited possibility oi 
including the effect of the substitution of production fac- 
tors, and a coincidence of the concepts “economic and 
“pure” sectors. 

The practical difficulties encountered m applying such 
models raised the need for a transition to forms of eco- 
nomic, development simulation more suited to the demands 
of programming. The modification and sophistication ol 
multisectoral draft programmes led to new characteristics 
and dependencies (production functions, functions for cap- 
ital-forming sectors, dependencies between prices, output, 
incomes and technological coefficients) being introduced 
into the input-output model. The increased complexity ol 
the dynamic model was geared to determining the mil u- 
ence exerted by government measures in the formation ol 
the structure of production, investment, prices and incomes 
on the activities of individual economic units. Thus, the 
methodology of multisectoral programming began to go 
over from general assessment of the results of government 
decisions to specific analysis of actual practical measuies, 
from their impact ou the economy as a whole to ascertain- 
ing the consequences of this policy in each economic 


The limited possibility of considering reproduction prob- 
lems in the framework of any particular model gave rise 
to the need for using a complex of models. Initially, 
the application of various models for drafting program- 
mes involved the parameters of the more aggregate types 
of model serving as general constraints on the calcu- 
lation of indicators in the disaggregated models. Hie tur- 
ner development of the methods of macro-economic pro- 
gramming led to the formulation of a system of intercon- 
nected models. . , , . . . . 

The set of programming models has evolved in two main 
directions. The first is the construction of models describ- 
ing various economic processes the interaction of tech- 
nical and economic aspects in the course of reproduction 
(including a detailed description of the actual production 
process, with elements of the selection of technical means, 
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as well as distribution, exchange and consumption). The 
purpose of such models is to picture the dynamics of the 
national economy in the form of national accounts. An 
example of such a system of models is the Cambridge me- 
dium-term model used for working out the Labour Govern- 
ment’s National Plan for 1965-70. 

This describes a large number of interconnections in 
the economy and, at the same time, allows various possible 
external conditions to be taken into account. The system of 
block matrices in the Cambridge model ensures that the 
indicators are successive and quantifiable. The indicators 
of the model are co-ordinated by applying the basic prin- 
ciple of connections between balances that is used in na- 
tional accounts — that of connections “by structure”. This 
makes it possible for the block matrices to reflect the move- 
ment of the material, financial and value flows and pro- 
vide for the transition from production to incomes, from 
incomes to consumption and accumulation, and from ac- 
cumulation to labour and production. The results of the 
calculations according to tho model are presented in the 
form of a block matrix — an integrated balance table de- 
scribing the physical and value equilibrium in the economy. 

The Cambridge model has certain advantages over the 
simplest ones, in which accumulation of fixed assets, cir- 
culating assets, stocks and reserves is represented for each 
element by a single column. This system provided infor- 
mation on sectors producing the output that made up the 
elements of this column, but did not describe its distribu- 
tion between consumer sectors. The Cambridge model en- 
visages both matrices describing flows of productive and 
non-productive investment, and matrices of productive 
stocks. Of particular interest is the model’s system of 
investment matrices, reflecting the future physical and 
value turnover of investment goods in Britain, including 
consumer durables. The system identifies sectoral de- 
mands for investment in replacing wear and tear 
and expanding production, as well as investment to 
be swallowed up by the non-productive sphere. Also 
specially isolated is the summary capital account of 
so-called social sectors, this making it possible to reveal 
both their overall requirements for investment, and those 
of the individual sectors. The Lasks of the Cambridge 
model as an economic growth model dictate the need for 
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a detailed elaboration of matrices for the flows of capital 
(almost half the calculations of the block matrix). 

In the original variant of tho Cambridge model, like 
in the simple intersectoral model, there were no data on 
labour expenditures on the sectoral plane. The total amount 
of labour was taken as given; its distribution by sector 
by means of the so-called labour distributor took place 
outside the model, as a result of which a system of vari- 
ables was obtained reflecting the “structure of the resources 
of labour”. As the Cambridge model was developed, more 
detail was added to the matrix of labour resources, the 
essence of which is to determine the correlation between 
the supply and demand not for labour in general, but for 
labour differentiated in qualification and professional terms. 

The scheme of calculations for the Cambridge model 
was built on a principle common to all programmes— the 
isolation of sectors that take decisions (there are six such 
sectors in the model) and the establishment of limits to 
the impact of these sectors’ policies. Tt is difficult to trace 
this effect, this being conditioned by the form in which the 
multiple links in the blocks of complex multisectoral mod- 
els are reflected. 

Multistage calculations constitute the second direction in 
which the methods for elaborating programmes are being 
made more sophisticated. In. practice, this description of 
the development of the economy is achieved using a sys- 
tem of interconnected models and submodels aggregated 
to different degrees. 

Multistage constructions are one way in which program- 
ming methods are being developed during the extensive 
expansion of the application of multisectoral models. In 
French programming practice, too, the multisectoral level 
is tending to expand extensively. Detailed calculations are 
carried out using a system of submodels based on national 
accounts’ information, which includes a demographic mod- 
el for determining the employment level and the demand 
for manpower; a model for calculating personal consump- 
tion and consumption in the productive sphere; invest- 
ment in the non-productive sphere, including in housing 
construction; investment and stocks in the productive 
sphere, the volume and structure of exports and imports. The 
various aspects of socio-economic development arc being 
drawn into the sphere of analysis and calculation on one 
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level, as it were. In order to avoid this limitation, in ad- 
dition to the horizontal expansion of the system of calcu- 
lations, a vertical scheme is formed. This takes the shape 
of a pyramid, i.e., each successive stage in the calcula- 
tions has a broader base, and the further it is from the 
summit, the more detailed the description it gives of the 
future state of the economy. 

For medium-term programming, a consolidated model of 
physical equilibrium is used in the form of a system of in- 
tersectoral models with varying degrees of detail. The cal- 
culations arc carried out in base prices. The initial cal- 
culations of the growth rate and structure of the economy 
are made from a three- or four-sector model (agriculture, 
industry, trade and services), making it possible to fore- 
cast more specifically the level and rate of economic de- 
velopment by determining the increment in social produc- 
tion, taking account of the expenditure of manpower and 
investment. At this stage, the calculations arc made from 
an over-aggregated standard base. This explains why the 
interconnected calculation of the combined impact of sev- 
eral factors on the structure of the economy, using the 
aggregate intersectoral balance and production function, 
nowhere near solves the set problem. At the same time, the 
first model uses primarily constant coefficients of direct 
inputs, while the second uses unchanging capital coeffi- 
cients. Then more detailed calculations are made of the 
physical equilibrium by sector, applying a system of sub- 
models based on national accounts. Since the calculations 
are made in base prices, the interconnections and correla- 
tions characteristic of the past period are automatically car- 
ried over into the intersectoral forecast model. As the trends 
in supply and demand for each product differ at different 
times, owing to price changes, these interconnections car- 
ried over automatically into the intersectoral forecast model 
do not correspond to the new physical volume correlations 
established in it. 

In French programming practice, a financial equilibrium 
model is applied for calculating the so-called financial, or 
value equilibrium, the goal of which is to bring the phys- 
ical equilibrium calculated for the future into line with 
the system of prices and incomes changing under the im- 
pact of future supply and demand. The financial equilib- 
rium model includes a system of submodels for calculating 
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the structure of incomes and the state of financial indebt- 
edness in all public sectors, including so-called real ones. 
The submodels are used for finding the structure of incomes 
required for financing the volume and the structure of the 
final demand calculated for the physical equilibrium mod- 
el. The state attaches particular importance to financial 
instruments, for it is these that, in practice, redistribute 
material resources. 

The successive adaptation of physical and financial char- 
acteristics should lead to a balance in the economy as a 
whole. The indicators worked out from the physical 
equilibrium model are reviewed to this end. All calculations 
lead to the construction of summary tables for the fu- 
ture — both economic and financial — which arc regarded as 
the key documents of the programme. 

The procedure by which French programmes are drawn 
up is as follows. First, the possible growth of the final prod- 
uct for the maximum foreseeable future (up to 20 years) 
is established with the help of the model for selecting pos- 
sible growth rates. Then the same thing is done for three 
sectors in constant prices. Then again, variable prices are 
introduced and the key financial agents pinpointed. 

The second and third levels in the calculations consti- 
tute a more disaggregated economic system. The catego- 
ries of resources and groups of economic units and financi- 
al operations are all more differentiated. At the third level, 
the calculations are carried out for the most detailed 
list of economic sectors, with the same differentiation of the 
programme’s regional breakdown as in the second level. 

The system of calculations for the Japanese national 
economic development “plan” is another variety of multi- 
level technique for elaborating macro-economic programmes. 
The system functioned on the basis of economic models 
with precisely formulated instrumental and target vari- 
ables: the first long-term (up to 1985), the second long- 
term for a shorter period (up to 1975), the medium-term 
(up to 1968), intersectoral and unified model. It also 
takes a stricter economic approach to assessing the struc- 
tural parameters and control mechanism of the intercon- 
nections between the long-term and medium-term models, 
sectoral and national economic ones. This system of mod- 
els was first used in the elaboration of the Intermediate 
Plan for the Economic Development of Japan for 1964-68. 
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The first two models wore based on long-term annual sta- 
tistical series from 1906 to 1960, while the medium-term 
macro-model used half-yearly statistical series from 1950 
to 1962. The long-term and medium-term models are mu- 
tually complementary, since the former deal with the pol- 
icy for the growth of productive capacity in the long term, 
while the latter deal with stabilisation policy with respect 
to demand for a short period. 

The medium-term macro-model includes 24 structural 
and 19 balance equations and is based on statistical data 
for 1953-62, measured at six-month intervals. Since the 
model contains many non-linear equations, because of the 
purely mechanical difficulties involved in the calculations 
of the model as a whole, three blocks are isolated in it. 
In the first block, a linear system of equations provides 
the basis for determining real gross expenditures and their 
components, represented by such variables as the volume 
of the national income in the previous period, foreign trade 
and public spending in the current period. The second 
block, characterising the dynamics of prices, wages, em- 
ployment, and so on, is described by non-linear equations. 
The third block determines the level of the distributed 
income in current prices. 

The medium-term macro-model is directly connected with 
the intersectoral one through aggregate final demand. Its 
purpose is to estimate the final demand, disaggregated for 
60 sectors of production, imports and capital in 1968. 
This is done on the basis of aggregate estimates of out- 
lay obtained from the medium-term macro-model, and anal- 
ysis of the results in comparison with the indices of indus- 
trial production, imports, the numbers employed and gross 
private investment planned in the macro-model on the 
sectoral basis. Thus, the reliability of both models is 
tested. 

In addition to the elaboration of long-term macro-models 
for 1975 and 1985, and medium-term and intersectoral mod- 
els for 1968, attempts were made to synthesise them. The 
resulting combined model was designed to test the inter- 
connection between the parameters obtained from the ag- 
gregate and sectoral drafts, based on the medium-term mac- 
ro-model and the intersectoral model for 1968. Besides, 
the model was called on to establish the interconnection 
between the aggregate effect of demand, as determined 
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with the help of the medium-term macro-model, and the 
aggregate productive capacity obtained from the long-term 
model through the price and wage mechanism. 

The models used in capitalist programming reflect pri- 
marily the historically determined stage in the develop- 
ment of econometrics— the bourgeois economic science for 
studying the complex interconnections in the development 
of modern production, productive forces in general and, at 
the same time, serving the capitalist form in which these 
productive forces are used. 


Macro-Economic Planning 
and Programming Methods 
in the Developing Countries 

The problem of the methodological principles behind 
planning is no abstract scientific one for the developing 
countries. It is part of a major practical problem— that of 
eliminating economic backwardness as soon as possible. 
More effective planning means, ceteris paribus, more rapid 
socio-economic progress. Hence the considerable attention 
focussed on the methodological aspects of planning, both 
in the developing countries themselves and in various in- 
ternational organisations dealing with the problems of 
economic development. 

The initial general outlines of the methodology and meth- 
ods used for elaborating plans and programmes were adopt- 
ed by the developing countries from the developed capi- 
talist ones in the form of forecasting methods. All sub- 
sequent advances in this sphere constitute a complex en- 
forced adaptation of the methods used to the specific con- 
ditions and requirements of the developing economies, giv- 
en a growing interest in tho principles and methods of 
socialist planning. 

The diversity of development levels, local conditions, and 
socio-economic peculiarities of the newly-free countries de- 
cide the extent to which the plans cover the various sec- 
tors of the economy and the different types of planning 
methods. The political situation in the country, the influ- 
ence exerted by external factors, especially fluctuations on 
the world capitalist market, determine not only the plan’s 
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goals and how feasible they are, but also the possibility 
of implementing it. 

The economy of any country develops according to ob- 
jective laws and has inherent development, goals. In the 
newly-free countries, the goals of government economic 
policy or of plans and programmes for economic develop- 
ment are: 

—a rapid increase in the per capita income; 

— a high employment level; 
relatively stable prices; 
balance-of-payments equilibrium; 

—elimination of inequality in the income distribution; 
removal of the sharp differences iri the well-being and 
development of individual regions of the country; 

the creation of a comprehensively developed economy. 

In this it is stressed that the main goal is the first one - 
the rapid per capita income rise. 

Nothing can be said against such an “all-embracing" rec- 
ommendatory list of economic development goals, but cer- 
tain comments should be made. First, let 11 s note that the rise 
in the per capita national income cannot, evidently, be the 
general goal of an economy that gives preference to private 
enterprise, for the incentive to this is the creaming off of 
maximum profits. Consequently, a very difficult task is 
set for government economic policy in regulating the de- 
velopment of the private sector: that of creating conditions 
that allow maximum profit for private entrepreneurs as 
well as for maximum national income. Yet, as the practice 
of the capitalist countries’ development has shown, these 
conditions are far from identical; in fact, they are funda- 
mentally contradictory. 

It is important to note a dynamic aspect of the prob- 
lem of national income growth rates. A maximum growth 
of the national income can, undoubtedly, be achieved in 
a short time (3 to 4 years, for instance), primarily through 
the development of agriculture and industry producing con- 
sumer goods. This is connected with the higher share of 
incomes and the reduced investment lag in those sectors. 
In other words, maximum national income growth and 
economic industrialisation, especially the development of 
heavy industry, might prove contradictory goals, but this 
contradiction disappears if economic development is con- 
sidered over a longer time period. This applies fully to the 



problem of maximising the growth rate of consumption, 
too. In solving this, it must always be remembered that 
there is a specific correlation between productive accumu- 
lation and consumption in the national income. Thus, while 
setting the goal of economic development as the attain- 
ment, by a certain date, a specific rise in the per capita 
national income, the plan must create the necessary con- 
ditions for a growth of the national income beyond the plan 
period, too. This means that the policy of industrialisation, 
especially the development of heavy industry, meets the vi- 
tal demands of the newly-free countries’ economic develop- 
ment, for it is the basis for a high and stable growth rate 
of the economy and the standard of living and ensures the 
country’s economic independence. At the same time, it 
should be underlined, in particular, that the development 
of local heavy industry must he carried out within econom- 
ically justified limits, as determined by the availability 
of the necessary natural resources, skilled personnel, and 
the country's role in the international division of labour. 

The Polish economist Kalecki, who was economic consul- 
tant to a number of developing countries, considers that, 
in drawing up the plan, the country must try to ensure 
that the national income growth does not reduce current 
consumption or existing productive capacity; that invest- 
ments arc utilised effectively; that the share of non-pro- 
ductive accumulation and reserves suffice for the develop- 
ment of the non-productive sphere; that foreign credits 
are not excessive; that the foreign trade balance and the 
balance of manpower are taken into account in the best 
possible way. 

The elaboration of the plan raises the problem of co-or- 
dinating the goals of development and the overall balance 
of all its indicators. This is important, for there is some- 
times a tendency to distort the meaning and tasks of in- 
dustrialisation. A rapid growth of individual sectors is 
occasionally regarded as a symbol of economic and techno- 
logical progress, though, in practice, it may reduce the over- 
all efficiency of production. Industrialisation of the coun- 
try is carried out- not for the sake of industrialisation it- 
self. It is a means to an end arising from the long-term 
plan. The development of individual sectors of the nation- 
al economy and branches of industry must take place in 
accordance with the overall tasks of developing production 
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and consumption, the latter being expressed in the nation- 
al income growth. 


Do high national income growth rates and rapid indus- 
trialisation always meet the interests of the peoples of 
these countries? Given the current international division 
of labour, the multinational corporations try to establish 
economic structures that, while maintaining the system of 
unequal exchange, will provide the monopolies with cheap 
manpower for the development of export production. De- 
velopment that suits the foreign monopolies does not lead 
to an expansion of the internal sizable market. The mar- 
ket for luxuries grows rapidly, however, as a result of 
the high incomes received by the owners of exports plants. 

The documents of the UN Economic Commission for 
Africa, which were prepared for the 6 th conference of 
the continent’s planners, noted that the recent development 
of many ncwly-frec African countries had shown that re- 
liance on economic growth as such was pointless. 

These considerations allow a sober assessment of the 
purely quantitative indicators of development and also testi- 
fy to the need for analysis of development goals from the 
angle of individual classes and population groups, i.e., in 
the interests of which classes and at whose expense the 
economic development is to take place. 

Once this problem directly connected with the goals of 
economic development is solved, the elaboration of the 
programme begins. In order to determine the rate of growth 
of the economy as a whole, usually macro-economic models 
are used that are expressed in terms of such synthetic eco- 
nomic indicators as the national income (net national prod- 
uct), investment, savings, consumption and employment. 
In such models, attempts are made to show with whicli 
factors the planning bodies can influence the rate of eco- 
nomic development. The first of these is the savings rate 
in the national income, and savings are, moreover, as- 
sumed to he equal to investments. 

In considering the model of the economy, consisting 
of industrial and agricultural sectors, it is often claimed 
tli at countries with a currently high per capita income 
level achieved this as a result of a dual shift in the struc- 
ture of employment: first, an increase in the share of em- 
ployment in the industrial sector and, second, a change in 
the structure of employment in agriculture in favour of 
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large-scale mechanised commercial units. This may be 
regarded as a recommendation to the developing countries 
that they industrialise and develop a large-scale indus- 
trial agriculture. Botli provide the foundations for a rise 
in labour productivity— the decisive criterion of the level 
of a country’s economic development. History has shown 
that the creation of a large-scale commercial, highly pro- 
ductive agriculture is only possible in two directions: the 
creation of a large-scale capitalist agriculture and the crea- 
tion of a large-scale agriculture based on the voluntary 
joining together of small peasant economies into co-opera- 
tives. The first way, as history has also taught 11s, is insep- 
arably linked with mass unemployment and the impov- 
erishment of broad sections of the toiling peasantly. The 
second, however, meets the vital interests of the newly- 
free countries’ economic development, for it involves a rise 
in the peasants’ living standards, which is the direction 
taken to some degree or other by such countries as India, 
Algeria, and Burma. In two-sectoral models, this important 
question is bypassed and only the formal aspects of the 
building of the model are considered. 

Another important problem that the planning bodies in 
the developing countries have to solve is that of the cor- 
relation between foreign trade and local production. The 
underdeveloped countries have always played the role of 
the agrarian and raw material appendages of the imperialist 
states, whicli did everything they could to hold back the 
development of local heavy industry, seeing this as a threat 
to their economic dominion. Now the lop-sided nature 
of the nowly-free countries’ economic development makes 
them greatly dependent on the world capitalist market, 
though they are relying more and more on the help of 
the socialist countries in their economic development. 

Any country must, in determining the goals of its eco- 
nomic development, establish the extent to which the var- 
ious requirements can be met by imports and what part 
of output should be exported. In this context, the extremely 
difficult problem arises of defining the efficiency of foreign 
trade. A solution to this problem presumes a choice of 
which products to import and export and in what quantities. 

in methodological material relating to the problems in- 
volved in elaborating economic programmes in the newly- 
free countries, two possible ways are indicated: 
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—from the aggregate level considered above to the mul- 
tisectoral and sectoral one, and then to product and project 
analysis with adjustment and co-ordination in stages; 

— the pooling of individual projects in a sectoral (includ- 
ing industrial) and, if possible, a national programme. 

In the majority of developing countries, however, the 
idea of drawing up comprehensive plans has got no fur- 
ther than macro-economic planning outlines on the basis 
of the simplest Western econometric models. The calcu- 
lations made from these require a whole series of condi- 
tions and assumptions, the main one being stability of 
most economic parameters. If such macro-economic fore- 
casts are not co-ordinated with detailed drafts, at least on 
the sectoral level, there is very little possibility of them 
being realised. 

At their Oth conference, the African planners noted that 
previous approaches to planning, which emphasised the 
particular importance of aggregate economic growth mod- 
els and left out key details, could not provide for the all- 
round and fair development of nations and regions. “Ap- 
plications of Unified Approach to Development Analysis 
and Planning under African Conditions” stresses the 
need for “diagnosis” as the basis of planning and 
notes the importance of including more detailed indi- 
cators on such issues as the services that might be enjoyed 
by the poverty-stricken majority, regional development 
and participation by local authorities schemes for the de- 
velopment of rural localities, and so on. In a certain sense, 
the construction of the plan by combining realistic proj- 
ects into a single programme at the initial stages is evi- 
dently of more use than macro-economic calculations de- 
scribing only the most general economic development 
trends. 

Usually the first stage of initial planning is diagnosis 
and forecasting, including analysis of existing develop- 
ment trends, the influence of external and internal factors, 
macro-economic calculations of the growth rate of the na- 
tional income, exports, consumption, investment, imports, 
the influence of these calculations on the balance of pay- 
ments, and co-ordination of preliminary calculations in 
the macro-economic model of the plan. The basis for these 
assessments is provided by the system of national ac- 
counts. Balance models of the national accounts type, giv- 
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ing a picture of the dynamics and interconnections be- 
tween macro-economic values, are used quite often in plan- 
ning in the developing countries. Also employed as ele- 
ments of technological planning in the initial stages are 
production functions, Feldman-Harrod-Domar type models 
and intersectoral input-output models. 

The desire of the developing countries to raise the effec- 
tiveness of their planning and achieve a higher degree of 
reliability and balance in their plans has aroused the inter- 
est of the planning services in the methodological aspects 
of planning, and in mathematical economic ones in par- 
ticular. 

It is indicative that many countries have carried out con- 
siderable work on compiling intersectoral input-output ta- 
bles. The planning commissions of many developing coun- 
tries include special sections dealing with the compilation 
of intersectoral models and their application for various 


purposes. 

The simulation of social phenomena is a now and effecti- 
ve instrument of cognition. Economic simulation is applied 
not to the entire complex of economic relations, but only to 
a particular range of economic processes. Mathematical eco- 
nomic models arc built according to the principle: input 
(expenditures, resources) -output (results, product). These 
models have not. been built specially for the developing 
countries, but taken straight from the theory and practice 
of capitalist programming, and are not applicable to the 
conditions existing in the developing economies. 

At what planning stages can mathematical economic 
methods be employed? A stage-by-stage scheme of the plan- 
ning process in the developing countries at the present 
time looks like this: 

1. The setting of development goals by the leading po- 
litical establishments. 

2. The elaboration of the draft plan by the state plan- 


ning bodies. 

3. Discussion of the draft plan and the introduction of 
amendments. 

4. Discussion by the planning bodies of the final variants 


of the plan. 

5. The organisation of supervision over fulfilment of the 


plan. 

This 


scheme shows 


that the 


use 


of mathematical eco- 
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nomic models is possible at the second stage, for assessing 
the development prospects over the next two or three me- 
dium-term plan periods (forecasting) and for drawing up 
an outline of the plan, using macro-economic, multisector- 
al and sectoral models, and also at the fourth stage, for 
testing that the final variant of the plan is balanced. 

India’s second five-year plan, for instance, depended 
largely on a model built by the Indian economist P. C. Ma- 
halanobis. It is an independent variant of the Feldman- 
Harrod-Domar model, and, despite its obvious shortcomings 
-abstraction from certain aspects of social reproduc- 
tion it is used in various modifications in many develop- 
ing countries. This is because at present it is a very use- 
ful instrument for building the framework of the plan for 
determining the rates and main proportions of develop- 
ment. In a number of published researches, the model has 
been enriched with new dependencies and variables. 

For instance, tbe “short-term planning model” by anoth 
er Indian economist, N. Narasimhan, consists of 18 equa- 
tions obtained by linear regression and 30 variables. In 
contrast to Mahalanobis, Narasimhan introduced demand, 
incomes, prices, foreign trade and a number of other major 
parameters into the model. A well-known economist 
A. Khan proposed a very similar model for the third 
five-year plan of his country. 

In using only macro-models, the elaboration of the plan 
is confined to the calculation of global indicators. More- 
over, if the planning procedure rests on only macro-models, 
without other analytical methods, such as sectoral calcula- 
tions and the intersectoral balance, the plan may contain 
serious miscalculations. This is because, in a highly heter- 
ogeneous economy, including both modern and cottage in- 
dustries, the application of highly aggregated parameters 
involves the danger of employing average indicators for 
processes that are different in nature and sometimes in 
direction. Another drawback of such a plan is that is gives 
no answer to a whole number of important questions 
connected with the balanced distribution of investment be- 
tween sectors. Thus, today the model of the intersectoral 
balance is an essential instrument of planning. Intersector- 
al input-output tables are drawn up in virtually all coun- 
tries. The first to base their programmes on these were Ar- 
gentina, Colombia, and Peru. 
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At the end of the 50s in Argentina, an intersectoral bal- 
ance was used in drawing up a development programme for 
the economy for 1962 and 1967. To calculate the 
future level of production, the requirements of I he sectors 
of the Argentinian economy for production resources and 
imports, a 200-product intersectoral balance for 1953 and 
static intersectoral models for 23 and 12 sectors built on 
it were used for balancing the programme for the develop- 
ment of individual sectors. 

The work carried out in various countries on applying 
intersectoral models varies in quality, scale and degree of 
interconnection with planning practice. This connection is 
most evident, for example, in such Asian countries as In- 
dia and others. India was one of the first developing 
countries to begin intersectoral modelling on the basis of 
research carried out by the Indian Statistical Institute. The 
first table, including 23 sectors, was presented by the econ- 
omists Clioudhury and Goodwin. Later, the number of sec- 
tors was increased, first to 36, and then to 50. Since 1959, 
the Planning Commission has been dealing with intersec- 
toral research. Two periods can be traced in the work of 
Indian economists on intersectoral links. 

The first (up to the 60s) was devoted to various method- 
ological questions connected with the compilation of ta- 
bles: the collection of statistical data, the aggregation of 
sectors, and so on. The second period was characterised 
by attempts to make practical use of the model for eco- 
nomic analysis and programming development. The mid-60s 
saw attempts to apply the intersectoral balance method in 
programming the Indian, economy. On the basis of a par- 
tially modified open static intersectoral model, forecasts 
were made of the sectoral outputs for 1970/71, and then 
for 1975/76. The modification consisted in the inclusion 
of certain capital-product coefficients. The model was used 
to make calculations in which investment in the final prod- 
uct was defined as “partially endogenous” (four engineer- 
ing sectors). Later, the model built by the American econ- 
omists Manne and Bergsman was used as the basis for 
forecasting 30 sectors for each year of the 1965/66 to 
1975/76 decade. Moreover, for a number of sectors, invest- 
ment in the final product was determined independently 
of the solution of the model. In each of the two models 
mentioned, two variants of the structure of the final prod- 
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uct are used, reflecting two alternative types of economic 
development for the Indian economy for 1965/66 and 
1975/76. I he first of the models envisaged higher growth 
rates of production and population incomes, and expressed 
the viewpoint of the Planning Commission and the Govern- 
ment; the second presumed lower growth rates of produc- 
lion and consumption, taking account of three different 
variants of the policy of import substitution for 1965-76. Cer- 
tain simplifications made in theso models reduce the value 
of the research carried out: estimates of the need for im- 
ports and investment were not co-ordinated with other 
forecast indicators, in connection with the interpola- 
tion of the final product and gross outputs and, what is mo- 
re since they wore based on technological and capital co- 
ol licients that did not change over time, the calculations 
virtually left out of account the changes in the technology 
and structure of production that are inevitable over a len- 
year period of industrialisation. 

Intersectoral research in India is constantly developing 
the new intersectoral model of the national economy in- 
«• udes 528 branches and sectors. In practical planning for 
the lit th five-year period, an intersectoral balance with 66 
branches and sectors was used. 

In other countries, certain experience lias also been ac- 
cumulated, though research in the sphere of intersectoral 
ties began about ten years later than in India. The most 
interesting is the model used for the checking of the equi- 
librium of the plan which was the result of many decentra- 
lised decisions. The model contained 98 equations, based on 
an intersectoral model, and 105 variables. The exogenous 
quantities are agricultural production, the share of* accu- 
mulation in the national income, exports, the national prod- 
uct and certain other parameters. The model is of particular 
interest in that its technological coefficients are taken not as 
constant, hut as marginal, growth ones. This approach de- 
serves attention, since it pinpoints one possible way of 
adapting the traditional input-output model to the specific 
conditions of the developing countries. 

One of the main shortcomings of the given model 
was that it took no account of the regional aspect, which 
was of particular importance. In connection with this, work 
began on a detailed interregional, intersectoral balance 
covering 56 sectors. 


The interest shown in intersectoral models in the devel- 
oping countries prompts the conclusion that, in the near 
future, the different variants of this model will play the 
main role in the elaboration of economic development strat- 
egy. At the same time, this model, even in a greatly dis- 
aggregated form, cannot replace the plan, since it does not 
contain the main production unit— the enterprise. In addi- 
tion, there is little statistical information available in the 
developing countries of the sort required for reliable cal- 
culations, and a number of problems connected with cal- 
culating expenditure coefficients arc still unsolved. 

The use of intersectoral models for practical purposes 

follows these lines: ... 

—the elaboration of a draft plan and testing that it is 

balanced; 


— forecasting of the main economic parameters, 

1 nrn u+? vr> variants mid 






a search for optimal solutions. 

Recently, economists and planners in the newly-free 
countries have been focussing on the problems of optimal 
development. Although it is still a long way to the solu- 
tion of this problem, certain promising ways have been 

found. , 

The developing countries that are just introducing plan- 
ning can, for objective socio-economic reasons, count on 
achieving a low-level optimum, but as the planning meth- 
ods used in management are developed and mastered, the 
level of the optimum and, consequently, the complexity of 
the tasks undertaken, increase. 

It is unrealistic to imagine that the economies of the 
newly-free countries could develop strictly according to 
the theoretically possible optimal trajectory, since the in- 
determinacy of the future of the entire system is very 
great, here. This is connected, for example, with the dis- 
covery of new deposits of minerals, scientific and techno- 
logical inventions and their introduction, the instability ol 
the political regimes, the certain indeterminacy of the 
sources of external funds, the fluctuations in prices on the 
world market, and so on. A knowledge of the optimal tra- 
jectory does, however, make it possible to formulate eco- 
nomic policy in such a way that the real development 
course might be asymptotic to the optimal, while the entire 
development strategy will then be elaborated in order to 
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minimise the divergence between tho two lines at each mo- 
ment in time. 

One of the fundamental aspects of optimal planning is 
Ihe formulation of the target function reflecting the goal 
of development. The question of the target function in the 
developing countries is considered as that of the goals 
and tasks arising from the need to overcome socio-eco- 
nomic backwardness as fast as possible. Major difficulties 
arise m this, however, because certain qualitative goals 
arc so far difficult to quantify. This substantially limits the 
quality of the target function, but is not a decisive argu- 
ment for rejecting it. 

At present, there are three known groups of optimality 
criteria: 

maximisation of certain key economic indicators 
(such as the national income, the volume of consumption, 
the volume of the production of capital goods, tho employ- 
ment level, exports, import substitution, and so on); 

—minimisation of the time taken for the transition from 
one functioning regime to another; 

—minimisation of the social expenditure on attaining a 
specific level of economic development. 

The fact that there are many criteria makes the search 
lor an optimum even more difficult, since the problem of 
selecting a criterion is sufficiently complex in itself. 

The difficulty involved in constructing the criterion con- 
sists in the fact that it must somehow reconcile the con- 
flicting goals of development. This problem is resolved at 
present by ranking and weighing goals according to their 
importance. 

The usual plan can be drawn up by the successive sum- 
ming of the plans for individual enterprises, regions, and 
so oil, i.e., by rising from the lowest links in the system 
to the highest, whereas the procedure in optimal planning 
has to be the reverse— a successive transition from the 
highest units to the lowest, ft is still premature to speak 
of an optimal functioning of the units at the levels under 
the conditions of the developing countries. The goals of op- 
timal planning are different here, namely: to use the new 
set of scientific instruments of the theory or optimal plan- 
ning in an attempt to improve the quality of centralised 
decisions connected with economic development planning. 

In this case, the newly-free countries must precisely formu- 
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late their goals and tasks of development, set themselves 
only feasible targets, constantly assess available resources 
and seek effective ways to increase stale resources and ful- 
fil plans. The introduction of elements of optimisation into 
the plan calculations permits a stricter approach to be tak- 
en to the listed problems and better methods for their 
solution to be defined. Ideally, successive optimisation must 
involve tho following stages: 

1. Determination of the accumulation rate. 

2. Determination of the correlation between investment 
in the production of consumer and capital goods. 

3. Determination of the multisectoral structure of invest- 
ment. 

4. Determination of the programme for the sector. 

5. Determination of the programme for the enterprise. 

At the prosent time, there is no point in talking about 

such all-embracing optimisation under conditions existing 
in developing countries. Either stages 1 to 3 or stages 4 
and 5 are of practical interest. 

There are several approaches to optimising the develop- 
ment course of an underdeveloped economy. Most works 
on the optimisation of macro-models are extremely abstract. 
Though they describe in detail the principles and the ac- 
tual mechanism of economic growth, given various assump- 
tions, they are rather an element of economic theory of the 
highest order than a planning theory designed to solve 
more concrete, down-to-carth problems. 

Recent work has involved a search for ways to resolve 
just such practical problems. One illustration of this is 
the construction of the first optimisation, input-output mod- 
els. The simplest method of solution is proposed by -T. San- 
dee in his book The Demonstration Planning Model for In- 
dia. The author himself called the work experimental and 
descriptive, but it is also of methodological significance, 
since it was one of the first works in the sphere. Saridee used 
the simplex method to maximise consumption at the end of 
a ten-year period and obtained estimates of output for the 
key sectors of material production. The work of the econo- 
mists Chakravarti and Lefeber is similar in many ways. 
They used the data of India’s third plan to determine the 
optimal level of consumption and compare it with the lev- 
el indicated iri the plan. The target function was max- 
imum consumption over the entire plan period. 

153 




The Indian economist Mathur raised an interesting prob- 
lem. He tried to determine the shortest time required for 
the economy to transform its old technical base into 
a new one. lie divides production into two sectors— that 
with the old technology and that with new — each of which 
has its own coefficients. It is assumed that capital 
formation takes place only in the sector with new technol- 
ogy. Mathur was not, however, able to solve the problem. 

In addition to the works enumerated above, many others 
could be mentioned, which testifies to the considerable in- 
terest shown by scientific circles in the developing coun- 
tries in the important and difficult problems of effective 
development courses within the framework of a programme, 
co-ordinated by the state, for the transformation of stag- 
nant socio-economic structures. 

Research into this sphere is also going oil outside the 
developing world. Economists in the socialist countries are 
using the considerable experience accumulated in planning 
in their own countries to build models applicable to the 
conditions of the developing ones. The range of such re- 
search is wide— from a comprehensive model of economic 
development to partial models. One example of a compre- 
hensive model is that of Leningrad Professor I. V. Aleshi- 
na. This includes a single-product model of the economy, 
a dynamic intersectoral model and a model for the co-ordi- 
nation of economic development plans of co-operating coun- 
tries. Prof. Aleshina’s model is basically distinguished 
from the models developed by Western economists in that, 
in addition to functional links, it takes account of the so- 
cio-economic aspect of the subject of the model. In par- 
ticular, it makes it possible to trace in considerable detail 
the economic links between the public and private (domestic 
and foreign) sectors without ignoring the growth rate of 
the economy as a whole and its sectoral structure. 

Partial models can be represented by Kalecki’s model 
of non-inflationary growth of the mixed economy. There 
are two limitations to this model. The first is that eco- 
nomic growth cannot be financed through taxation of people 
with low incomes or of essentials. The second is that the 
prices of essentials are stable. On these conditions, taxes 
on the incomes of the rich population groups and luxury 
goods provide the source of additional investment. Kalecki’s 
models of non-inflationary growth is counterposed to the 


154 


model of inflationary growth, in which the rapid growth 
rate of the national income is financed by taxing the poor- 
est people. It follows from the model that the rapid 
growth of the production of luxuries is a direct consequence 
of this policy. The main outlays on growth come from 
the working people, while the results of the growth are 
acquired by the well-off classes. 

The considerable differences between the developing coun- 
tries in terms of economic development, the role of the 
public sector in the national economy, the ideology of the 
ruling circles, the availability of experts, the quality oi 
the statistical base and, finally, the accumulated experi- 
ence of planning, determine to a decisive extent the prag- 
matic planning methods which, in many cases, differ sig- 
nificantly from the theoretical recommendations. 

Among the diverse planning practices in the developing 
countries, three approaches can be ascertained most clearly. 

The first is characteristic of countries just introducing 
economic planning. Having no planning experience and 
lacking a sufficiently effective slate management apparatus 
and many other preconditions for planning, these countries 
confine themselves to elaborating state investment pro- 
grammes that, as a rule, do not embrace other sectors of the 
economy. In general, the scheme for drawing up the plan 
is as follows: the government or central planning body 
requests ministries to present their plans in the form of 
a list of proposed projects; then the projects are brought 
together centrally (projects not complying with the gov- 
ernment’s intentions and priorities are rejected, and the 
total cost of the remaining ones calculated); for its part, 
the central planning body forecasts government resources, 
compares these with slated outlays and, using the simple 
Ilarrod-Domar single-sector macro-economic model, assesses 
the prospects for the economy’s development over the 
plan period. This is the scheme according to which the 
first plans of many developing countries have been com- 
piled. . . p 

The second approach, used probably by the majority ot 

the developing countries, consists of a more complex meth- 
odology for drawing up the plan. This is characterised, 
first of all, by closer contacts between the central plan- 
ning bodies and ministries and other organisations, both 
state and private, and, second, by a deeper analysis of the 
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prospects for the development of the non-state sectors in 
the plan period. Its third characteristic is attempts to draw 
up long-term development outlines for 10 to 20 years 
ahead, and its fourth the use of more complex economet- 
ric models, particularly those of the intersectoral balance. 

Finally, the third approach is typical of countries that 
have accumulated a certain experience of planning, such 
as India, Algeria, Venezuela, and Mexico. In these countries, 
a quite considerable experience of planning has been ac- 
cumulated in the public sector and some in regulating the 
private capitalist sector. Here the national plan includes 
not only programmes for state investment, but also those 
for other sectors, the fulfilment of which the state intends 
to ensure by employing various economic policy instru- 
ments: taxes, credits, prices, subsidies, duties, tariffs, and 
so on. 

As noted previously, the Indian approach to planning 
is based both on the methods of capitalist programming 
and on certain of the methods used in socialist planning. 
The Indian planning methods used to draw up the fourth 
five-year plan were as follows. The work on the plan be- 
gan in the Long-Term Planning Department of the Plan- 
ning Commission, long before the end of the current plan, 
with outlines of the growth rate of the national income and 
efficiency, i.e., on the basis of the Harrod-Domar model. 
The level of investment was determined as the remainder 
in the national income after calculation of the minimum 
per capita consumption level. The Long-Term Planning 
Department elaborated a draft plan based on indicators of 
the overall economic forecasts and material balances. A 
forecast was made of the gross domestic product, the total 
sum used and its structure, and the required foreign aid 
estimated. The compilers of the fourth plan envisaged a 
final end to foreign aid in 1975-76. The commodity struc- 
ture of production was determined on the basis of the fore- 
cast structure of demand, based on elasticity coefficients 
that allow the change in the demand for an item in re- 
sponse to changes in incomes to be determined. As a result, 
the target volumes were decided for 40 indicators in agri- 
culture, 16 in the mining industry, 165 in the manufac- 
turing industry, with 90 types of machines and transport 
equipment mentioned separately. The targets were set in 
physical terms for 1960/61, 1965/66, 1970/71 and 1975/76, 
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while for machinery and transport equipment they were 
set for each year of the fourth plan (1969-74). 

At the same time, the Long-Term Planning Department 
elaborated a whole series of material balances for the coin 
ing five-year period. For the fourth plan, 35 balances 
were prepared, chiefly for raw materials -coal oil products, 
steel, cement, electricity, and so on. One drawback to these 
balances is that they are not broken down into annual 
ones, but compiled for the five-year period, with the result 
that the Indian planners lack an adequate base for di aw- 
ing up annual plans. . 

In drawing up the plan, the Long-1 erm Planning De- 
partment uses the multiple data provided by scientific re- 
search organisations, and especially material prepared in 
the Indian Statistical Institute under the Central Statis- 
tical Service. The models of intersectoral ties developed l b \ 
this Institute are beginning to be widely applied m Indian 
planning. The Planning Commission attaches considera- 
ble significance to intersectoral models, so it has set up a 
special department to deal with them. For the preparation 
of sectoral programmes, the Planning Commission estab- 
lishes so-called working groups of 10 to 15 people, me - 
ing members of the Commission and associates of the rel- 
evant ministries. Twenty-three such groups were set up 
during the drawing up of the third five-year P lan - 

Each group is expected to consider data provided by re- 
search institutes, the viewpoint of consultants, private en- 
trepreneurs and representatives of state enterprises, 
work of the group follows roughly this pattern, on the 
basis of the tasks received from the Planning Commission, 
the working group determines the required level oJ expen 
dihire, which is compared with the resources allocated to 
the various sectors. In the light of the financial and other 
limitations, the group reconsiders its: initial P™P 0S ® 1 ^ ^Na- 
the Planning Commission presents the Cabinet and the IN a 
tional Development Council with a brief memorandum of 
the plan. Once this has been approved, the Planning Com- 
mission prepares a more developed draft of the plan, which 
is discussed broadly in Parliament and by the pubhe. At 

the same time, the Commission holds consultations with 
private entrepreneurs, ministries and the governments of 
[he various states in the country. The final version of the 
plan is presented to the Government, the National Dcvel- 
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opment Council and Parliament. Officially, after being 
approved by Parliament, the plan acquires force of law. 
In reality however, this pattern is not so clear-cut 
and seems much more complex. 

In the newly-free countries developing in a non-capi- 
talist. direction, two interconnected processes can be seen 
in the planning sphere: expansion of the subject of the plan 
and development of the methodology employed for forming 
a system of economic indicators, with balance calculations 
being used increasingly. At the same time, more and more 
attempts are made to apply the planning experience of the 
socialist countries. The following forms and trends in this 
can be observed in the socialist-oriented countries: 

a certain similarity in the organisation and structure 
of planning bodies; 

— the use of individual methods and means of planning; 
the inclusion in the national plans of certain sections 
and indicators similar to analogous sections and indicators 
of the socialist countries’ plans; 

organisation of supervision and reporting on the ful- 
filment of individual plan targets. 

The newly-free countries’ acute need for financial re- 
sources, the chief types of raw material, fuel, electricity 
and equipment and the necessity of strict accounting have 
resulted, in recent times, in the application of the mate- 
rial balances method as the most effective way of getting 
rid of imbalances in their economies. 

The country that at one time accumulated experience of 
using this method (especially balances for individual prod- 
ucts) was Egypt. By the beginning of 1969, the country 
had developed about 300 material balances. At that time, 
Egypt had an operational and fairly complex system of 
balance calculations for almost all the main industrial and 
agricultural products (electricity, coal, oil products, fer- 
rous and non-ferrous metals, the main types of industrial 
and transport equipment, and basic industrial and grain 
crops). Using these balances, the Egyptian planning bodies 
tried to provide for intrasectoral and intersectoral pro- 
portions corresponding to the plan targets. 1 Balance meth- 

1 The Egyptian Government's policy of encouraging private en- 
terprise and attracting foreign capital has considerably limited the 
opportunities for state regulation of economic development and 
resulted in narrowed foundations on which planning was pro- 


158 


ods are being introduced into planning in Algeria, Mali, 
and the Congo, and have become particularly widely used in 
budget and foreign trade planning. 

Practice has shown that, without substantiated standards, 
the planning bodies of the developing countries encounter 
substantial difficulties both in elaborating physical and 
physical-value balances, and in drawing up plans of in- 
tersectoral balances. The main condition for the success- 
ful application of the socialist countries planning experi- 
ence in the developing states is mastering of the methods 
for elaborating standard data. 

The use of individual elements of the socialist experi- 
ence of planning, in particular material balances, is an 
incentive to create a specific system of indicators, espe- 
cially those for which material balances are compiled. The 
fact that a number of socialist-oriented countries have 
begun to elaborate a system of plan indicators helps them 
l,o set the quantitative and qualitative targets of the plan 
correctly. The key goals and provisions of the plan and 
its economic and political tasks are defined more precisely 
when such indicators are used. The plan indicators differ 
from country to country, but the most widespread are phys- 
ical ones (set in specific physical units of measurement- 
tonnes, metres, kwh, units and so on); value (in monetary 
units) and qualitative indicators describing the level of 
expenditure of social labour, the extent of the use of pro- 
duction resources, expenditure rates of raw and other ma- 
terials, fuel, electricity per unit of output and the like 
(set in absolute or relative values- the growth of labour 
productivity, the fall in production costs, the profitability 
of goods or enterprises, the increase in investment and 
equipment use efficiency). 

The introduction of the material balance method into 
planning practice in the developing countries, and also the 
improvement in the system of plan indicators, constitute 
an improvement in the methodological principles of plan- 
ning and lead to the formation of a single state policy in 
the sphere of finances, credit and wages. 

Analysis of the plans for the economic and social devel- 
opment of a number of countries developing in a non-cap- 

viously based. This, in turn, influences the development trends in 
the methodology for drawing up plans, since the plans themselves 
are becoming increasingly ‘ indicative’ . 
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italist direction shows that the majority of them apply 
principles similar to those used in socialist planning, 
namely: 

— determination of the current plan indicators using a 
study of initial (report) data and analysis of structural 
shifts in. the country's economy; 

determination of the leading and most progressive sec- 
tors for the plan period and the creation of the conditions 
for their priority development; 

—establishment of high economic development rates in 
the plan and observance of rational proportions in the eco- 
nomy; 

— a striving to adhere to the principle of “maximum re- 
sults from given resources”, and others. 

These aspects provide a description of the basically posi- 
tive shifts in the development of state planning in coun- 
tries following a non-capitalist development course. In the 
main, effective planning has still to he developed. In ad- 
dition to applying the methods and means of socialist plan- 
ning, the developing countries, including socialist-oriented 
ones, also use bourgeois programming and forecasting meth- 
ods. One of the greatest dangers in doing this is that of 
ignoring the social aspects of development and levelling 
out indicators in the form of overall national characteris- 
tics, taking no account of class and social differences. At- 
tempts to make the system of indicators consider social 
shifts will inevitably result in a differentiation of the most 
important plan parameters in accordance with existing 
differences in the forms of property and levels of technol- 
ogy development. This is important for defining the real 
possibilities for the development of each socio-economic 
structure, for determining the place of the state sector in 
the system of national economic links, for assessing its 
influence on the development of other sectors of the econ- 
omy. The need for such a breakdown of the plan indi- 
cators is particularly clear when using the system of bal- 
ance calculations and intersectoral models. A detailed reflec- 
tion of the socio-economic structure of production and the 
use of output in intersectoral models makes it possible to 
trace the main links in the public, private national and 
foreign sectors, which is both important and necessary for 
resolving the specific tasks of plans and programmes. For 
an efficient distribution of material, labour and financial 
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resources, information is needed on the influence exerted 
by each element in the final product (public, private na- 
tional and foreign investment, exports and non-productive 
consumption) un the level of production in the given sec- 
tor; on the demand for manpower, capital and imports for 
each of these elements of the final product; on the demand 
for production resources per unit of each component of the 
final product for manufacturing a specific output. 

Attempts to compile plans on the basis of a system of 
indicators taking account of the social aspect are already 
being made in the developing countries, though many dif- 
ficulties are encountered in this. That is why the experi- 
ence of the USSR and the other socialist countries in cie- 
ating a set of planning indicators for the mulListruetured 
economy might be of great value to them. 

-- ■ - * * * 

Thus, a review of the methods used to draw up national 
economic plans and national programmes for development 
makes it possible to pinpoint both specific and general 
trends in the development of planning methods. The com- 
mon features in the formation trends of planning and pro- 
gramming methods arc due to the formal similarity ot the 
object (development of the national economy). 

The all-embracing nature of socialist planning condi- 
tions the formation of planning methods that allow all the 
development characteristics of a single system for substan- 
tiating planning and economic decisions to be covered m 
.order to attain the target complex of socio-economic tasks. 
'Hence the need arises for the methods of balance calcu- 
lations in mathematical economic simulation to be trans- 
formed, this creating an opportunity for seeking the best 
.development variants. These consider the limitations on 
;the key resources and ensure the attainment ot a dynamic 
.equilibrium under the conditions of constant structural 
changes in the complex economic mechanism. 

Two specific features of the methodology of modern so- 
cialist planning must be stressed. First, the formulation ot 
precise indicators of the fulfilment of the socio-economic 
tasks describing a concrete expression of the general de- 
mands made by the basic economic law of socialism, with 
respect, to each development stage. In this, socialist plan- 
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ning differs fundamentally from the camouflage formula- 
tions of the “national targets” in capitalist development 
programmes and the unclear formulations of the planning 
and programming tasks in the newly-free countries. Second, 
the methods of socialist planning are developing towards 
an increasingly complete coverage of all aspects of the 
economy and society’s life. This does not mean an abso- 
lute development of centralisation in management and plan- 
ning and a single all-embracing model of the plan corre- 
sponding to this centralisation. The search is going on for 
ways to delimit the level of responsibility, the level of de- 
cision-making, of which planning is one component part. 
The formation of a hierarchical system of planning, the 
development of planning methods towards the creation of 
an interconnected complex of balance and mathematical 
economic systems of models, correspond to this search. 

In the development of programming methods in the cap- 
italist countries, a successive transition can be observed 
from attempts to apply Keynesian-type macro-models and 
growth models to 1) active analysis of the economy ami 
global substantiation of the choice of methods for regu- 
lating the economy, using certain instrumental variables; 
2) consideration of the macro-economic system as an in- 
terconnected multisectoral and multiresource economy, with 
sectors that government policy is capable of influencing di- 
rectly indicated separately; 3) programming based on as- 
sessments of the possibilities for the state to influence eco- 
nomic development at various levels (the macro-level, the 
sectoral level, within individual markets), taking account 
both of long-term and of short-term targets. In the compi- 
lation of medium-term programmes in the capitalist coun- 
tries, attempts can be traced to use all the simulation in- 
struments available— a sort of synthesis of the methodologies 
of all previous means and methods. Recent years have seen 
the authors of capitalist programming methods focussing 
mainly on estimating the influence exerted by instrumen- 
tal variables on other parameters of the economy, which 
fully corresponds to the nature of capitalist programming. 

Analysis of the methods used for macro-economic pro- 
gramming shows that, bourgeois economists have been pre- 
mature in their claims to have developed multipurpose, neu- 
tral methods for compiling programmes. It should also 
be noted that a study of foreign experience indicates cer- 


tain spheres of fruitful research connected with the fur- 
ther improvement of socialist planning. Of primary note 
here is the expediency of considering foreign experience 
on the interaction (interconnections) between the value 
and physical characteristics of economic development on 
the macro-level. Of practical interest also are the methods 
for drawing up programmes for sectors with somewhat sim- 
ilar conditions for the movement of the product. These 
include, primarily, those spheres of the economy and its 
individual sections where the output is sold on the market. 

As for macro-economic planning methods in the newly- 
free countries, in contrast to the initial naive methods for 
assessing development prospects, attempts are now being 
made at a comprehensive substantiation of overall nation- 
al programmes. The influence of foreign theories and 
practice in this field is great and often results in a wasted 
attempts to adapt capitalist programming methods to the 
conditions pertaining in the developing countries. To bor- 
row the best and most effective methods from the rich 
international experience in planning will undoubtedly al- 
low the newly-free countries to speed up the establishment 
of their national planning, yet the possibilities for doing 
so are largely determined by the socio-economic transfor- 
mations taking place in the developing countries. Under 
certain conditions, the experience of Soviet methods for 
planning development during the transitional period might 
provide a constant source for improving the developing 
countries’ national planning methods. 
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METHODS FOR PLANNING 
AND PROGRAMMING 
THE USE OF RESOURCES 


A single study can only covor the main aspects of the 
detailed substantiation of development plans and pro- 
grammes, for these arc too broad and multifaceted. The 
choice of subject for further investigation was thus made, 
first, consciously limiting the range of problems and, second, 
pinpointing those aspects of the further substantiation of 
plans and programmes that arc connected with the most 
important resources and have been developed in socialist 
planning and in the programming in capitalist and develop- 
ing countries. These spheres include investment activities, 
personnel training, the development of export production 
and foreign trade, regional planning and programming. In 
socialist planning, these aspects constitute the key sections 
of the national economic plans. At the same time, in the 
capitalist countries they are characterised by a considerable 
involvement of state (budget) resources and, in a certain 
sense, constitute the main content of overall national pro- 
grammes. Developing countries with average or small popu- 
lations focus considerable attention in planning on the de- 
velopment of export production and foreign trade. The econ- 
omies of virtually all the newly-free countries are large- 
ly dependent on the world market. One most difficult 
problem for this group of countries is the acute shortage 
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of skilled personnel for the modern sectors of the econ- 
omy. The developing countries are therefore making major 
efforts to train their own people. 


Planning and Programming 
of Investment 

The planning of capital investment in the USSR. Expe- 
rience of planning the economic development of the USSR 
has shown that investment is a major means for changing 
the sectoral and territorial structure of production, for creat- 
ing now, progressive sectors, introducing new technolo- 
gy and raising labour productivity on the basis of automa- 
tion and mechanisation. Investment provides for high eco- 
nomic growth rates and a higher standard of living in the 
country. In the final count, the spheres of capital invest- 
ment, its flows, distribution over the country and efficiency 
predetermine the future economic and technological level 
of production. This is why such considerable attention is 
focussed on planning investment in the USSR. 

A distinguishing feature of the investment plan is its 
close co-ordination with other sections of the national eco- 
nomic plan, embracing the entire reproduction process. This 
is because investment is one of the main factors increasing 
productive capacity. The investment plan must be provided 
with financial and material resources, and manpower of the 
necessary qualifications. The planning of material resources 
for investment is possible only if the production plan is 
taken into account. Any particular level of productive in- 
vestment efficiency is backed up by investment in science 
and the development of new technical processes, in the edu- 
cation system and the training of personnel in new speci- 
alities, and in improving the skills of the work force. In 
turn, a change in the efficiency of each unit of investment 
affects both the overall national income and its distribution 
between accumulation and consumption. 

Analysis of past consumption and the volume of invest- 
ment provides the basis for determining what must bo done 
to plan future investment. It allows planners to compare the 
significance of future and current tasks and thus assess fu- 
ture social requirements. Investment is a dependent variable, 
the volume, spheres and flows of which are determined in 
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the consolidated balance calculations of the growth in socie- 
ty’s requirements and the possible volume of production in 
the plan period. 

The required volume of planned investment can be sche- 
matically determined by comparing society’s requirements 
(including individual and social ones, and also exports) 
with the current level of production and the expected in- 
troduction of new capacities due for commissioning, as 
well as possible imports. The difference between require- 
ments and the current level of capacities determines the 
size of additional capacities. 

The amount of investment required is decided by the 
efficiency of each unit of investment, i.e., expenditure on 
the increment in capacity. The necessary volume of in- 
vestment is compared with the feasible one, which is de- 
termined according to the accumulation rate in the na- 
tional income, the volume of the national income and the 
scale of renovation, i.e., 


/ = aY + /?, 


where 


/—is capital investment; 

a— is the share of accumulation in the national in- 
come; 

Y — is the national income; 

R — is renovation. 

The accumulation rate in the preceding period is the 
reference point for further calculations, but it cannot be 
a strictly determining indicator. Its value for the initial 
stage of industrialisation can be regarded as the lower lim- 
it of accumulation. The industrialisation process requires 
an increase in the overall share of accumulation. While 
the gap with the industrialised countries is closing, the 
problem of a large accumulation rate disappears. The way 
the accumulation fund is used may change likewise. A cer- 
tain saturation with capital goods allows a substantial part 
of capital investment to be channelled into non-productive 
spheres but, even then, the rate of growth in the future 
will depend both on the efficiency of investment and its 
volume in production. Tn the USSR, the share of accumu- 
lation used for swelling fixed productive assets has been 
from 52 to 61 per cent in recent years, while that going 


to increase material circulating assets and reserves has 
been from 47 to 39 per cent. 

A comparison of the required volume of investment for 
socio-economic development with the resources from the 
national income and renovation makes it possible to carry 
out the first preliminary balancing of the plan for capital 
investment. This balance can be achieved mainly through 
changes in the accumulation rate or in the value of 
the capital coefficients ( bn ), since the increment in pro- 
duction (AX) depends on the volume of investment and 
its efficiency, i.e., 

«h 

The upper limit of the accumulation rate is apparently 
that which maintains the previous per capita level of con- 
sumption, while the minimum corresponds to the amount 
of investment required to maintain a constant relationship 
between fixed productive assets and the population of the 
country (the limiting factor will be the rate of increase in 
the population). Otherwise, fixed capital will be eaten away 
and this will lead to a corresponding drop in the volume 
of production and the standards of living. 

A description of capital coefficients is determined to a 
considerable extent by the current level of production and 
its structure, but these can change depending on the in- 
tensity of the change in the technology and structure of 
investment distribution. In this context, a correct idea of 
capital coefficients is essential, especially of those used for 
overall economic calculations in macro-models. If deep- 
running structural changes are taking place in the econo- 
my, the indicators of capital coefficients must take account 
of the influence exerted by sectoral characteristics of in- 
vestment efficiency. 

The lag between the time when investments are made 
and that when returns on them are received, i.e., the so- 
called lag in the investment effect, is of fundamental im- 
portance in the plan calculations of the economic efficien- 
cy of investment. This is particularly important if there 
is a sharp change in the production structure. Thus, in 
addition to a year-to-year comparison of output, profitabil- 
ity, production costs and labour productivity with invest- 
ment. it is recommended that, in calculations of economic 
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efficiency, investment be compared, For control purposes, 
with the amount of output that might be obtained in the 
future, say in three years’ time. 

On the macro-economic level, not only is the value bal- 
ancing of necessary and possible investment assessed, but 
also the extent to which investment is backed up by ma- 
terial resources. This is determined primarily from the cor- 
relation of existing and required capacities in sectors pro- 
ducing elements of fixed assets. For this purpose, data are 
used from the national economic balance in which the pro- 
duction of capital goods and of consumer goods arc given 
separately, group A industries producing capital goods are 
pinpointed, and a description is given of the volume of 
production in the branches of engineering and the building 
industry the output of which constitutes the key material 
elements of the investment plan. 

Such aggregate calculations based on macro-economic bal- 
ances and containing separate ones for means of production 
provide the basis Tor further, loss aggregate calculations 
and serve as the framework for distributing investment 
between sectors. 

Distribution of investment by sector and branch of the 
national economy, as well as by region of the country, 
is carried out in accordance with the order in which the 
overall economic tasks set for the given plan period arc to 
he fulfilled. For this purpose, the efficiency of investment 
in different sectors is compared. National economic effici- 
ency criteria may not always coincide with those in a par- 
ticular sector. In this sense, during the first two five-year 
plan periods in the USSR priority in investment was giv- 
en to heavy industry, though the efficiency indicators of 
these sectors were not the highest at that, time. 

An economic approach that takes into consideration the 
interests of the entire country is particularly important for 
plan calculations of investment efficiency. For example, 
more intensive ore-dressing might raise production costs 
and reduce productivity in an individual mining and dress- 
ing plant, but it will raise labour productivity and improve 
all economic indicators in iron-and-steel works, because 
they will be working with better quality raw material. 
Thus, indicators of full investment, taking into account 
investment in kindred industries and compared for all in- 
terconnected ones, are vital for assessing investment plans, 


Indicators of the economic efficiency of investment for 
the USSR as a whole or for Union republics differ from 
those used for the sector, subsector or individual enter- 
prise. National economic indicators are calculated first 
all for the volume of the country s or republic s net prod- 
uct, It is not always possible, however, to obtain s 
indicators for individual production units. The assessment 
of national economic investment efficiency 1S completed m 
the plan with calculation of these indicators defined as the 
increment in the national income and that in the fi 
product per unit of capital investment. 

The introduction of more detail into macro-economic p an 
calculations for capital investment by sector ailows the 
change in the structure of social production to be taken 
into account in calculating investment efficiency. In this, 
the overall efiect of introducing now materials m the m 
nroducin" sectors and in adjacent ones, as well as in uie 
consumption sphere, must be determined, for which purpose 
adjacent sectors must be pinpointed and lelated cap ^ 
expenditures calculated for all the key sectors. Such cal- 
culations also presume the adoption of the most rational 

R Th IT maiTspheres 11 of capital investment are determined 
on the basis of a number of possible variants for economic 
development, and of a comparison of the efficiency of eac 
of them. One essential condition is a comparison ol the 
plan’s indicators with those for the previous plan period, 
which means that they must be comparable. , 

There are two possible approaches to the calculations 
for the spheres of investment, in a sector. One consists in 
determining the characteristics connecting macro-models 
and multisectoral models with subsequent investment plans 
within the framework of multisectoral economic models. 
The second approach involves the selection of sectoial draft, 
investment plans for inclusion in the natmnal economic 
plan and their balancing within the bounds or the overall 
volume of investment and material resources 

The first way in which draft investment plans are made 
detailed consists of plan calculations based on an assess- 
ment of the volume and structure of the final product as 
the point, of departure for planning. In the draft planning 
of investment for sectors, when using var.ous modifications 
Of intersectoral models, it should be remembered that the 
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most stable rates are aggregate or specific ones typical 
for a whole group of enterprises or widespread technical 
processes. The aggregate rate obtained as the weight- 
ed value of technological norms, depends on the structure 
of subsectors and the production processes employed. Such 
a standard is less suited to a different plan structure with 
a different combination of sectors and different territorial 
links. When using aggregate standards, it must be borne 
in mind that, if the plan provides for a transition to a 
new structure of production, data are required on the old 
and new systems of weights and structural correlations in- 
herent in the base and the planned variant. 

The use of dynamic models of the intersectoral balance 
requires a large volume of unified information: detail on 
asset, standards, indicators, specific investment, and on the 
capital intensity of production. In order to express the di- 
verse real investment processes more precisely, capital con- 
struction must be broken down for all sectors of the econ- 
omy and investment specified by the year. This makes 
it possible to take account of the peculiarities of construc- 
tion in individual sectors and types of production. 

The second type of specification of macro-economic in- 
vestment indicators consists in co-ordinating sectoral in- 
vestment projects, the volume of which is established from 
the need to ensure the required growth in output. The vol- 
ume of investment is determined for each sector by bal- 
ancing and co-ordinating them with the production pro- 
gramme for the development of all sectors of material pro- 
duction, as well as the planned development of all sectors 
of the non-productive sphere, providing for a rise in the 
standard of living. This approach to drawing up a de- 
tailed plan for capital investment on the sectoral plane is 
used for annual and medium-term plans and is based on 
continuous calculations and estimates of indicators for all 
enterprises and organisations. 

The basis for calculating the volume of the required in- 
vestment for individual sectors of production is provided 
by balances of productive capacity, according to which pro- 
ductive capacity existing at the beginning of the plan pe- 
riod is calculated, together with the additional capacity re- 
quired for the planned increment in output. Additional out- 
put. can be obtained by making better use of existing pro- 
ductive capacity, but once such reserves have been exhaust- 
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cd, additional capacity can be created by investing in the 
expansion and modernisation of existing enterprises and 
the construction of new ones. Hence the clear possibility 
of compiling balances of productive capacity by sector, re- 
gion and enterprise for planning investment. 

In order to furnish enterprises, ministries and all other 
planning and economic bodies with systematic data on the 
availability of productive capacity, as a reliable basis for 
planning production and investment, since 1964 all Sovi- 
et enterprises in all industries have compiled balances of 
productive capacity as of January 1 of each year. The bal- 
ance of an enterprise’s productive capacity is used to de- 
termine the amount of capacity available at the beginning 
of the plan year on the basis of that available at the be- 
ginning of the account year and changes in it during the 
year (either increases or decreases). The balance of pro- 
ductive capacity is drawn up in enterprises and then gen- 
eralised in higher organisations according to a special form. 

Analysis of the loading of existing capacities is extreme- 
ly important, for the results of a comparison of these ca- 
pacities with the required volume of output in the sector 
determine the corresponding volume of investment. This is 
conditioned by the increment in capacities and investment 
per unit of capacity. The overall total requirement of all 
sectors for investment comprises the necessary volume of 
investment for increasing by specific amounts the volume 
of goods and services produced. 

There are marked difficulties involved in calculating the 
need for investment from the growth in output. Since in- 
vestment is a function of the production programme, the 
scale of production in all sectors depends substantial- 
ly on investment and capital construction. This applies 
primarily to industries producing building materials and to 
the branches of engineering, as well as kindred branches 
of heavy industry, since their capacities also depend on 
the volume of investment allocated to them. It is also 
very difficult to estimate the need for related investment 
in kindred branches of production. The principle of com- 
prehensive planning might be violated here, with conse- 
quent inaccuracies in the calculations. 

In spite of these difficulties in co-ordinating invest- 
ments by sector, when they are determined on the basis 
of the level of production, repeated calculations arq 
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made in order to balance them. The limitations in this are 
the overall volume of investment obtained from macro-cal- 
culations. The initial calculations of a sector’s demand for 
investment usually exceed possibilities. During the elabo- 
ration of the plan, the volume and spheres of investment 
by sector are specified once again. 

Thus, the comparison of draft investment plans for each 
sector with the order of priority of socio-economic tasks, 
with indicators of national economic efficiency and the re- 
sources of the asset-forming sectors, creates an opportunity 
to determine the specified variant of investment by sector. 
This makes it possible to decide not only the sectoral 
structure of investment for material production and 
the non-productive sphere, but also their technological 
structure. 

During the planning of investment in a sector, the vari- 
ants for attaining economic targets that, will provide for 
the greatest increase in production efficiency must be de- 
termined. For this purpose, the comparative economic effi- 
ciency is calculated of the draft variants with respect to 
one another and to existing enterprises with the highest 
investment efficiency indicators for the given volume of 
production. 

The volumes of investment in the sector obtained from 
calculations on the national economic level arc the initial 
limits on the choice of different variants for creating ad- 
ditional capacities. An increase in capacity is possible 
through an expansion and modernisation of existing enter- 
prises and the construction of new ones. In this, the number 
of possible variants increases owing to various schemes for 
the territorial distribution of the additional capacities. The 
tasks involved in the comprehensive development of in- 
dividual regions make the choice of the most efficient 
drafts even more complicated, for various factors have to be 
taken into account, depending on the specifics of produc- 
tion. These are: 

the productive capacity of the construction base and 
the necessary additional expenditure on increasing it; 
—the presence of sources of energy and a water supply; 
—the availability of manpower and the need for extra 
expenditure on housing and municipal facilities in connec- 
tion with the possible inflow of additional manpower; 
—the presence of transport links and the need for funds 
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for building roads and railways to connect with the exist- 
ing network: 

—the proximity and cheapness of raw material sources; 
—the proximity of places where the consumption of the 
given sector’s output is concentrated, and so on. 

When there are several competing projects for construct- 
ing enterprises belonging to the sector or other variants 
for increasing capacities, investment is channelled into 
those that provide most efficiently for the required increase 
in capacity. In order to evaluate projects, the following 
cost-to-performance indicators are used: 

—the investment pay-off period (for estimated costs); 
—output per unit of fixed assets; 

—specific capital investment; 

—production costs per unit of output: 

—output per worker. 

In practice, all the diverse indicators come down to that 
of the sum of reduced costs, from the formula: 

C r — C-{- EK -}- T cos tsi 

where C —is production costs per unit of output; 

E — is the sectoral investment efficiency rate; 

K — is specific capital investment; 

T costs— is transport costs involved in delivering the 
output from the producing enterprise to the 
point of concentrated consumption. 

The cost-to-performance substantiation of the construc- 
tion projects included in the plan (new, expanded or mod- 
ernised) envisages a comparison of the specific economic 
indicators of the given project with the standard and aver- 
age sectoral values of the corresponding indicators (pay- 
off period, for example), as well as with those of similar 
advanced enterprises already in operation. 

During calculations of comparative economic efficiency 
for selecting the most expedient investment variants, the 
efficiency coefficients and pay-off periods obtained for ad- 
ditional investment are compared with the standard values 
of these indicators, which are differentiated for economic 
sectors. 

The setting of standard economic efficiency indicators for 
investment in the form of coefficients or pay-off periods 
does not imply that all projects with a lower economic 
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The consideration of several variants for increasing ca- 
pacity by building new enterprises may involve the ap- 
plication of standards for construction efficiency, together 
with calculations of the overall or national economic effi- 
ciency. For selecting and substantiating the plan variant, 
comparative efficiency calculations can be applied. 

In comparing variants that differ in the length of con- 
struction time, account is taken of the economic result of 
reducing or extending the time for building and commis- 
sioning the enterprise. This is calculated from the average 
effect that might be obtained in tho given sector, on the 
condition that investment is used productively. If invest- 
ment variants with various implementation periods are 
compared, the outlays of the later years are reduced to 
current ones. 

The summing of all the selected investment projects al- 
lows the expected increase in capacity to be determined, 
taking into account the best, efficiency indicators and oili- 
er essential parameters. Such calculations provide the ba- 
sis for the initial estimates of the increase in production 
and the investment entailed. The choice of the most effi- 
cient solutions allows planners either to review the initial 
limits of investment or to reassess the possibilities for in- 
creasing the output of goods and services. This new type 
of estimates and the solutions arising from them with re- 
spect to growth can only be made on a multisectoral, i.e., 
national economic level. 

The investment projects selected must be co-ordinated 
with the available building materials, building equipment, 
i.e., the capacity of the building industry and the other ele- 
ments for construction, and, consequently, with the capac- 
ity of sectors producing asset-forming output. If there 
is a discrepancy between the scale of capital construc- 
tion projects and the capacity of sectors providing for 
the construction, it is the construction projects that must 
be reviewed. 

The programming of investment in the capitalist coun- 
tries. In the 60s and 70s, when major shifts took place 
in the structure of the economy, there was a marked in- 
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crease in the activities of bourgeois states in the invest- 
ment sphere. By applying economic programming, the cap- 
italist state activates its investment policy and the direct 
financial development of a number of economic sectors by 
helping to create tho overall conditions for tho functioning 
of private capital. With its national programmes, the 
state intervenes directly in investment processes, through 
which between 25 and 50 per cent of the national income 
is distributed. There is also an increase in direct financial 
“contributions'’ to the development of individual national- 
ised sectors of the economy and public sectors (the power 
industry, transport, road building, personnel training, and 
so on). Thus, in 1972 and 1975, the state’s share in the 
overall volume of investment in the USA was 20 and 18 
per cent respectively; in France it was 40 and 14 per cent, 
in Britain— 49 and 42 per cent, and in Japan--20 and 30 
per cent. 

The state’s investment in ft and D work is still in- 
creasing. For 1970-1973, Lhe average federal expenditure for 
theso purposes in the USA was 20 times the 1945 level. 
The state’s share in national financial expenditures on ft 
and D in the USA was 55 per cent in the early 70s, while 
the corresponding figure for France was 70 per cent, and 
for Britain 51 per cent. 

The main focus of state programming in the capitalist 
countries is investment decision-making. British economists 
see investment as the central part of the plan. The deci- 
sions taken today by industrialists and the government will, 
indeed, influence industrial and public capital for many 
years to come. In this context, it became necessary not 
only to elaborate the principles of investment policy, but 
also the methodological instruments for drawing up pro- 
grammes at various management levels, as well as mea- 
sures for implementing investment programmes. 

The investment programmes drawn up by tho capitalist 
countries consider in which spheres the financial resources 
of both the private and the public sector are to be con- 
centrated. In the USA, budgetary means are used to pro- 
mote the renewal of equipment and to train personnel. In 
Britain, France, Japan and other countries faster eco- 
nomic growth, structural shifts in production, greater com- 
petitiveness on the world market have been declared the 
goals of programming. Bourgeois economists and state 
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programming servicos provide not only the theoretical an< 
methodological base lor the work ensuing from these goals, 
but also its organisational form. In b ranee, tor example, 
the Fund for Economic and Social Development, set up 111 
1955, through the Council of Directors not only supervises 
all investment; it also establishes the order of priority lor 

financing individual projects. 

Of considerable importance in the elaboration of an o\oi 
all national investment programme is analysis ot the in- 
terconnections between the goals of development and the 
choice of investment sphere. In order to rank goals objec- 
tively” with respect to their importance and thus deter- 
mine which sectors should receive investment, bourgeois 
economists have developed the quantitative assessment prin- 
ciple with respect to the importance of development goals 
and the extent to which resources are in short supply. 
Such estimates are based on so-called accounting prices. 

The concept of accounting prices in capitalist program- 
ming is built on the postulates of the distribution ol re- 
sources given a competitive equilibrium. Ike point ol depar- 
ture in this is that the prices set for reproduced resouice. 
and products are of equal force for both purchaser and 
seller, and cannot be changed by them. The prices of all 
non-re newablo resources are determined by the mechanism 
of free competition according to the law of supply and de- 
mand. Under these conditions, the idea is to select prices 
for resources, including for investment that would allow 
the firm to maximise its revenues, and thus the overall 
income of the country, under an equilibrium of supply 
and demand for all types of resource Theoretically, puces 
of this type take shape as a result of the solution of tl 

dual linear programming problem. . , n eilW 

Such “calculation” of prices is based mainly on subjec- 
tive conceptions. In this approach, the only objective fac_ 
tor is the limited nature of resources. From the point of 
view of bourgeois economists, even the initial estimates 
of the significance of goals must be subjective. \ et once 
the influence of each investment project on the attainment 
of the set goals has been studied, a subjective assessment 
III is required of the significance of these goals, for the lim- 

ited nature of resources means that not all the set goal, 
can be attained simultaneously. True, multiple iterations 
of the resources given initially can, to some extent, bal- 
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ance estimates of the significance of the goals themselves 
and a specific structure of investment. Yet even in this 
best variant, fundamental complications arise owing to the 
contradictions inherent in the capitalist economic system. 
It is not known how overall economic assessments might 
influence the investment decisions of the private sector, 
including that concerning participation in the state invest- 
ment programme drawn up according to this procedure. 

The accounting prices of the dual linear programming 
problem can be used as the basis for calculating the effi- 
ciency of the different investment programme variants. 
They are better than market prices in that they reflect the 
importance of the various types of resource for the econ- 
omy. Marxist political economy has long since shown that, 
under capitalism, market prices definitely do not provide 
for the best, distribution of resources. Yet it is accord- 
ing to these prices that all products and services are dis- 
tributed in bourgeois society. The constructions considered 
above do not indicate how investment might be distributed 
optimally on the basis of accounting prices, if the real 
market prices diverge from them substantially. 

In order to compel the entrepreneur to undertake projects 
that have been proved efficient on the basis of accounting 
prices, the state must possess sufficient resources and in- 
fluential instruments to neutralise the impact of market 
prices on the choice of investment sphere in the private 
sector. For assessing the scale of such state activities in 
the sphere of investment decision-making, bourgeois eco- 
nomics has suggested that the effect of realising the invest- 
ment project be divided into primary and secondary results, 
and the primary ones, in turn, be subdivided into direct 
and indirect ones. The reasoning is as follows: the direct 
result of investment is a growth of income for the inves- 
tor; the indirect result is a growth of the income in enter- 
prises and sectors connected with the former by vertical 
technical relations. The secondary result is manifested in 
a growth in the income of all the other sectors of the econ- 
omy that are not technically connected with the first one. 

These characteristics of the influence exerted by invest- 
ment projects on enterprises and sectors of the economy 
are used by the state to determine which economic and 
other incentives and sanctions should be employed in order 
not only to ensure that the costs of the investment are 
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covered, but also to interest the entrepreneur in undertak- 
ing investment projects of national economic importance. 

The direct “contribution” made by each investment deci- 
sion can be measured by the income or volume of produc- 
tion or services. As for the indirect effect of implementing 
the project in the capitalist economy, it is very difficult to 
assess. After all, it involves assessing the incomes and the 
increase in the volume of production and services in the 
sectors providing raw materials and asset-forming output 
to the new enterprise, as well as in those other sectors 
whose enterprises will utilise the output of the planned 
one. The application of standard investment models of 
the input-output type for determination of the influence of 
each project would involve difficulties connected with cap- 
italist private property relations. In order to assess each 
investment project, its influence on all links in the econo- 
my must be calculated, but this is impossible given pri- 
vate property, for enterprises fiercely protect their “firm's 
secrets” concerning its capacity. The voluntary consulta- 
tions held by private business representatives do not pro- 
vide exhaustive information and state economic services 
can make only the most approximale calculations on its 
basis. 

The elaboration of investment programmes does not ex- 
tend beyond constructions corresponding to the nature of 
private enterprise. The development of methods for assess- 
ing investment decisions in the framework of state pro- 
gramming is tending towards the introduction of elements 
of the system called “planning-program ming-budgeting” 
(PPB). The comparison of alternatives and decision-mak- 
ing are carried out through analysis according to the cost- 
benefit and cost-effectiveness method. 

In individual capitalist countries, the cost-benefit meth- 
od is used as being the most suitable for considering the 
alternative investment decisions for five, ten, or even more 
years ahead, for this method allows different variants for 
attaining specific goals to be compared. It is used to esti- 
mate outlays, above all investment ones, including the 
cost of the resources required and the effect (benefit) from 
implementing a given decision. 

The example of the PPB system shows llial investment 
programmes take no account of public interests. Ail cal- 
culations of both expenditures and effect arc made in mar- 
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ket prices. Even so, the dual nature of slate investment 
programming necessitates a search for compromises be- 
tween private and national economic effects. Such a com- 
promise was allegedly found with the help of the “sur- 
plus” effect, or the increment in the producer's profits 
from the investment made and the income of the consum- 
er conditioned by the drop in the price resulting from 
such new investment. The “social profitability of invest- 
ment is determined by the limits of the mutual benefit to 
producer and consumer. This indicator introduces nothing 
fundamentally new into tiie approach to measuring the 
efficiency of investment. Its emergence is connected with 
the function of social “benefit , measured by the depen- 
dence of l lie increment in production, given dynamic prices 
and marginal costs on the increment in output. 

Marx in iiis time showed that the motive behind capi- 
talisation of the entrepreneur's income is Hie pursuit of 
superprofits and profits, regardless of whether they are 
measured in marginal terms or otherwise. Bourgeois econ- 
omists claim that the determination of the maximum 
consumption benefit (in other words, the overall economic 
effect from each unit of investment) is ail effect for the 
consumer, regardless of whether it represents the state, 
the municipality or the private consumer. An attempt 
was made in France to find the consumption benefit for 
state investment in the extraction and distribution of nat- 
ural gas and in the road network. 

The overall trend towards the development of productive 
forces under capitalism has never been denied in Marxist 
political economy. Even in the third volume of Capital 
Marx wrote: “The contradiction, to put it in a very gener- 
al way, consists in that the capitalist mode of production 
involves a tendency towards absolute development of the 
productive forces . . . while, on the other iiand, its aim is 
lo preserve the value of the existing capital and promote 
its self-expansion to the highest limit,” 1 

Having established the historical tendency in the de- 
velopment of productive forces under capitalism, Marxist 
political economy showed that capitalism uses such devel- 
opment in the interests of large-scale private property. 

1 Karl Marx, Capital, Vol. Ill, Progress Publishers, Moscow, 
1977, p. 249. 
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This constitutes the limitation on attempts to adapt the 
methodology for investment programming both to the needs 
of society and the interests of entrepreneurs. 

The experience of investment programming in the devel- 
oping countries . The way investment programmes are 
drawn up in the developing countries is based largely on 
the theory and practice of investment programming in the 
industrialised capitalist countries. This is understandable, 
for a considerable share of the new construction is car- 
ried out with the direct or indirect participation of firms 
from the latter countries. In the socialist-oriented countries, 
new enterprises and other projects arc built with help from 
the socialist states. In these cases, the investment plan- 
ning methods used in the socialist states, especially for in- 
dividual projects, exert a direct influence on the meth- 
odology for drawing up investment programmes. 

The compilation of an investment programme, however 
simple its form in the developing countries, is the point 
of departure for all the state’s activities that these coun- 
tries call economic planning. The planning of capital in- 
vestment in the developing countries has evolved over the 
last twenty years from outlines for individual investment 
projects to the preparation of comprehensive investment 
programmes. Originally, the investment programme was 
just a list of projects, uot well co-ordinated with one an- 
other or with the state budget and not always feasible in 
terms of resources. Now the aim is obviously for the in- 
vestment programme to contain a selection of investment 
projects that is united in its target function, restraints 
and mutually complementary nature, and whose individual 
projects combined will speed up economic development. 
In the developing countries' planning practice, such a pro- 
gramme is still a rare occurrence, but the overall development 
of investment programming is tending in this direction. 
The contemporary idea of the investment programme in 
these countries took shape under the impact of the new 
methods for measuring the efficiency of investment (cost- 
effectiveness analysis), the methods for assessing projects, 
for drawing up budget estimates for the programmes 
(planning-programming-budgeting) , network planning 
methods, and optimal programming. 

Cost-effectiveness methods were first used by American 
designers and builders in the late 20s and early 30s dur- 
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ing the building of large-scale government hydroelectric 
projects, such as those in the Tennessee Valley. Supple- 
mented by operations research and systems analysis, they 
are used widely to assess investment projects everywhere 
in the capitalist countries. Considerable efforts are made 
to advertise them in the developing countries too.. 

The methods for assessing projects spread quite rapid- 
ly after the early 50s in countries that had won politi- 
cal independence, when they were confronted with the 
tasks of economic construction, and the governments of 
these countries made attempts to apply certain elements 
of planning. Originally, these methods were confined to 
assessment of individual projects, but subsequently their 
sphere of application broadened. They began to be used 
to assess complexes of projects, to assimilate the latest 
methods of programming, network planning calculation 
0 r related and indirect results. This was furthered by the 
spread of the idea of working out budget estimates For pro- 
grammes, which introduced a certain rationalisation into 
the chaotic and extremely imperfect investment systems 
in the developing countries. The draft planning of individ- 
ual projects is no longer considered in isolation from the 
rational economic programme. The programme budgets, 
macro-economic draft plans containing realistic invest- 
ment projects, have led planners to the elaboration of 
comprehensive investment programmes meeting the de- 
mands of industrialisation. This is quite a major advance 
compared with the first steps in macro-economic planning 
when attention was focussed on only general estimates of 
macro-values on the basis of expert assessments m the 
form of national accounts. The task of drawing up a com- 
prehensive investment programme on the national scale 
necessitated the elaboration of comprehensive programmes 
of regional planning and programmes for industrial -agrar- 
ian estates, too. This made the planning services of the 
developing countries seek methods for the day-to-day man- 
agement of investment programmes on the average sec- 
toral and regional level, and methods for supervising their 

fulfilment. , 

The specific ways in which the methods for drawing up 
investment programmes are being adapted to the condi- 
tions in the developing countries can he traced from the 
example of the methods recommended by the UN Economic 
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Commission for Latin America (ECLA) and the Econom- 
ic Commission for Asia and the Far East (ECAFE). The 
recommendations of both commissions characteristically 
attempt to ascertain and co-ordinate the various criteria 
for assessing efficiency: general economic, private, eco- 
nomic, and the use efficiency of individual types of 
resource. 

Several general economic (in a certain sense national 
economic) criteria are used. The most widespread is the 
indicator of the ratio of value added to capital, which re- 
flects the efficiency of capital on the national economic 
plane. 

In assessing a project from the point of view of its value 
for the national economy, the increment in the national 
product per unit of the sum total of resources allocated for 
the project is the first priority consideration. The ECLA 
methodology recommends applying the criteria of national 
economic efficiency proposed by Hollis Chenery: 


RMS = _ L_ +Mj+0 _ £ (afli + ^ < 

where RMS — is the increment in national economic ef- 
ficiency; 

AT —is the increment in capital (investment); 

x — is the increase in the value of the annual 
product produced by the project, at market 
prices, after taxes, subsidies and duties 
have been subtracted; 

E — is the value added resulting from external 
economies; 

Mi — is the value of imported goods; 

L — is the value of manpower; 

M —is the value of local materials; 

0 is fixed assets, expenditure on management 
plus compensation; 

i| — is the coefficient of divergence from the 
currency exchange rate; 

a — is the coefficient combining the deprecia- 
tion rate and the interest on foreign loans; 

R —is the coefficient of the influence exerted by 
the costs involved in commissioning the 
project on the balance of payments (mean- 
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ing that part of investment to be paid off 
in foreign currency); 

B 2 is the coefficient of the influence exerted 
on the balance of payments by the costs in- 
volved in commissioning the project (in- 
comes and outlays in currency from the com- 
missioning and functioning of the project). 

Another desire observed is to take account of direct and 
indirect expenditures and the results of implementing proj- 
ects under the conditions pertaining in the developing 
countries. This is illustrated by the criteria for selecting 
projects as proposed by the ECLA experts. These criteria 
are based on coefficients of the ratio between the value 
added (direct and indirect) of the project and all costs (di- 
rect and indirect). The value added is calculated for the 
entire service life of the project, with subsidies, taxes and 
duties subtracted. The indicator has the following form: 

V„ VAP-\-VAP' -\-VAP" 

* _ ( CPICP ')* 

is the full value added; 
is the value added of the project; 
is the value added including previous out- 
lays; 

is the value added including future out- 
lays; 

is the outlays on the project; 
is the outlays necessary to receive the in- 
direct value added; 

is the ratio of the market price of the fac- 
tors used and outlays; 

-is the complex of outlays. 

In contrast to integral indicators of efficiency, fraction- 
al criteria presuppose the summing of characteristics and 
then the ranking of the various projects accordingly. I hose 
fractional criteria are. as a rule, the following: 

an estimate of the net profitability (the correlation 

between the value of the output and the cost of producing 
it from both the private and the national economic point 
of view); 


where V a 

VAP — 
VAP' - 

VAP” - 

CP 

CP’ - 
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— an assessment of comprehensive development (ana- 
lysis of the possibilities for including the new project into 
the existing economic system, the possible impact of the 
given project on other sectors); 

—an assessment of economic equilibrium and growth 
(analysis of the impact of external and internal trends 
and changes); 

—an assessment of the impact on the balance of pay- 
ments (analysis of the positive and negative aspects of 
the impact exerted on the balance of payments by the 
commissioning of the given project); 

—an assessment of the socio-economic aspects of com- 
missioning the given project (the need for skilled person- 
nel, the improvement or deterioration in sanitary condi- 
tions, and so on); 

—an assessment of “experience and competence” (what 
the consequences would he of commissioning an analogous 
project in another place under similar conditions). 

If investment projects came under one sector then, de- 
pending on the efficiency indicator and the importance of 
the criteria, the right projects will he chosen. When projects 
from different sectors are compared, the problem of sec- 
toral priorities arises. Only on the basis of these can proj- 
ects be drawn up and assessed. This gives rise to the need 
for priority categories to be formulated. For instance, the 
Latin American countries use the following order of sig- 
nificance of investment: 

—investment in making full use of existing capacities; 
—priority projects (of the long-term and short-term 
plans) ; 

prepared and feasibility-tested projects eliminating 
bottlenecks, with a short period for attaining “maturity”, 
giving an increment in export revenues, cutting outlays 
on imports, close to optimal technological scale, thus al- 
lowing them to compete on the world market; 
labour-intensive projects; 
projects for social and cultural development. 

With such an approach, however, the problem arises of 
establishing sectoral priorities, since they might change as 
the targets set in the plans are attained. Some aspects lose 
their priority importance as the economy develops. Ex- 
perience in development programming has made the fol- 
lowing approach workable: after the original level has 
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been carefully studied, the sector’s ability is analysed to 
create new enterprises on the basis of rough expenditure 
estimates for the entire sector, and not for individual proj- 
ects. Yet the problem of substantiating the criterion still 
remains unsolved (even when the potential production 
costs of the sector are calculated), for the interconnec- 
tion between investment decisions must be taken into ac- 
count. 

For this reason, in the 60s many planners in the devel- 
oping countries believed that, from the national econom- 
ic point of view, the distribution of one type of resource 
between different variants was only possible using dy- 
namic intersectoral models, i.e., taking into account not 
only intersectoral ties, but also llic relations between 
stocks and flows at different times. As already noted, how- 
ever. the construction of complex econometric models is 
complicated in these countries primarily by the lack of 
information. When the necessary data can be collected, an 
optimal solution is possible. This was demonstrated in one 
of the first comprehensive investment programmes com- 
piled under the leadership of Alan S. Manne using Mexican 
data, according to the so-called “analysis of processes 
method, i.e., a fairly detailed analysis of the possible pro- 
duction processes for producing individual items of unlim- 
ited composition. 

Mamie’s model considers two key aspects of economic 
development: the interconnection between investment deci- 
sions in the various sectors and import substitution. It 
covers 12 sectors: paper production, the key chemical in- 
dustries, petrochemicals, oil extraction, the production of 
cement, steel smelting, the production of copper, alumini- 
um, metal casting, the production of machine tools, elec- 
tricity, railways. The model contains 148 lines (products) 
aud 446 columns (types of activity). Of the 148 products 
103 are produced in key sectors. The model is designed 
for a ten-year period, with the base year of 1962. 

The first variant for calculation is based on one crite- 
rion: satisfaction of the exogenous demand of key sectois, 
given minimum currency outlays. The second variant al- 
lowed several alternative criteria to be applied: minimisa- 
tion of foreign currency outlays, minimisation of full costs 
at market prices, minimisation of full costs at accounting 
prices for foreign currency and capital. 
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Tlio calculations based on the first variant indicated 
that Mexico should initiate a broad programme for creat- 
ing new capital goods branches. This recommendation met 
with a sceptical response from many people owing to the 
low absorptive capacity of the Mexican market. In the 
second variant, special attention was therefore focussed 
on analysis of 12 types of equipment: whether to produce 
them nationally or import them. Taking similar enterprises 
in the USA as their basis, the model’s authors showed 
that the Mexican market in 1972 was sufficient only 
for the production of a few types of engineering output. 
The calculations indicated that the volume of Mexico’s 
traditional imports for 9 sectors, i.c., the potential Mexi- 
can market, was higher than the representative scale of 
American enterprises. The output of three branches not 
included in this group (turbines and generators, ships, and 
train engines) should be imported or, if import substitu- 
tion is decided on, production should be oriented on the 
regional market within the Latin American free trade 
zone. 

Substantial difficulties in drawing up investment prog- 
rammes result from the use of market prices, which do 
not provide for the optimal distribution of resources, as 
evidenced by the experience of the developing countries. 
It is unrealistic, however, to distribute resources optimally 
otj the basis of accounting prices, if the actual market 
prices diverge considerably from them. Gunnar Myrdal 
wrote that, “the abstract and metaphysical concept of ac- 
counting prices cannot help to solve the theoretical and 
practical problems facing South Asian planners. It stands 
out as a typical example of the pseudo-knowledge, given 
a learned and occasionally mathematical form, that un- 
fortunately has formed a major part of the contribution 
of Western economics to the important tasks of ascertain- 
ing the facts in underdeveloped countries and creating a 
framework for policies designed to engender and direct de- 
velopment.” 1 

In any economy where the private sector predominates, 
the optimum criterion is expressed through market prices. 
The entrepreneur will not undertake projects that do not 
ensure him normal profits under the given conditions, but 

1 Gunnar Myrdal, Op. cit., p. 2039. 
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are economically efficient with respect to the development 
of the national economy as a whole. Consequently, in or- 
der to ensure that the private sector undertakes precisely 
such projects whose efficiency is determined in account- 
ing prices, tho government's economic policy must in- 
clude a whole set of measures providing for its realisation. 

Planning Labour and Programming 

Personnel Training 

One extremely important element in any overall nation - 
al plan and economic programme is to determine what 
constitutes efficient utilisation of the country’s labour re- 
sources. The quantity of manpower must satisfy the de- 
mand of the economy as a whole, of its various sectors, and 
especially those that are developing most rapidly. The 
planning and programming of skilled personnel training 
is a major precondition for raising production efficiency. 
Yet in countries with different systems, the tasks includ- 
ed in national plans and programmes in the sphere of la- 
bour resources cannot be identical. 

Labour planning in the USSR. In national economic 
planning the USSR lias accumulated considerable expe- 
rience of resolving the problems involved in utilising man- 
power and training personnel. This was originally con- 
nected with the fulfilment of the complex development 
tasks in the transitional period. Even so, in the USSR this 
experience has been accumulated given the predominance 
of public ownership of the means of production in the lead- 
ing sectors of the economy, and then planned manage- 
ment of the economy on a country-wide scale. 

The attainment of high and stable economic growth rates 
depends to a considerable extent on the possibility of 
ensuring full employment. Hence the organic link is ob- 
vious between the plan for labour and the other sections 
of the plan, particularly with the production and con- 
struction programmes of the national economic plan. The 
multilateral dependence of the labour plan can be illustrat- 
ed by tho influence exerted by the volume of investment 
and its sectoral distribution on the efficiency with which 
manpower is used. A rapid increase in the volume of pro- 
duction and a high rate of increase in productive capaci- 
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ties are usually connected with a rise in the employment 
level. At the same time, the volume of production and the 
scale of capital construction depend on manpower resources, 
their skills and labour productivity. Under socialism, 
the labour plan is linked with virtually all the sections of 
the national economic plan: the plans for commodity turn- 
over and socio-cultural measures, the financial aspects of 
the plan, the plans for introducing new' technology, and 
so on. 

Throughout the development of the Soviet national econ- 
omy, the labour plan has been geared to meeting the na- 
tional economy’s demand for manpower and to ensuring 
full employment of the able-bodied population. At pres- 
ent, the training of skilled personnel is planned in accord- 
ance with the requirements of modern technology. In 
this, attention is focussed on the use of labour resources by 
the country’s regions and on the migration of manpower 
between regions and from the countryside to the towns. 
The result of all this work on the labour plan is to pro- 
vide for a steady and rapid growth of labour productivity, 
a rise in the numbers employed in the public economy and 
an improvement in the quality of personnel training, plus 
a better standard of living. 

The socio-economic and demographic conditions deter- 
mined the specific ways chosen for attaining these targets, 
ways that had their own specifics at different periods in 
the economic development of tbe USSR. One constant fea- 
ture of planning in the USSR over the last sixty-odd years, 
however, has been the combination of a growth in la- 
bour productivity with an increase in the number of peo- 
ple employed in the national economy. 

The elaboration of the labour plan is carried out in two 
stages: first, the use of manpower in the period preceding 
the plan is analysed, and then plan calculations are made 
for a particular period. At the first stage, the main trends 
and problems in the use of manpower are pinpointed 
the positive and negative aspects of the use of manpower 
in the past, not only in the national economy as a whole, 
but also by sector, on the territorial plane. Demographic 
analysis of labour resources helps in determining both la- 
bour resources in general and manpower reserves. 

Analysis of the use of labour resources in the previous 
period ensures that the problems that have arisen are 
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studied thoroughly enough and ways ascertained for giv- 
ing them. This serves as the point of departure for elab- 
orating the labour plan. 

In labour planning in the USSR, two types of indicator 
are used. One group consists of accounting indicators used 
to substantiate the plan, the other of the labour plan tar- 
nets. 

For estimating the national economy s demand lor man- 
power of tlie required professions, skills and sex and age 
structure, the influence exerted by technological progress on 
the overall economic proportions in employment and quali- 
tative shifts in manpower is studied. This allows the scale 
and spheres for the training of skilled personnel and re- 
quired investment in the development of general and vo- 
cational education to be determined. At the same time, the 
probable increment in the able-bodied population is esti- 
mated, its demographic composition, the possible level o 
general education and vocational training ascertained. 

A balance between the demand for manpower and avail- 
able labour resources is not achieved directly, but by co- 
ordinating the goals and tasks in the employment sphere 
with those of economic and socialist development, ine 
increase in the volume of production, the increment m 
productive capacity, and the rise in the machinc-to-worker 
ratio are expressed in the number of workers. The wa>s 
developed for balancing the demand tor manpower and 
the amount available are based on the principle ot mLei- 
connected solutions to problems in the employment sphere 
and those arising from the goals and tasks of overall 
economic development. The best balance is achieved when 
the interests of all society are taken into account in this. 

For this purpose, a wide system of accounting indica- 
tors of the plan are used. These include multiple variants 
for the use of manpower based on different parameters of 
national economic development. Tbe goal of variant cal- 
culations consists in finding the best application of man- 

|J ° Since planning began in the USSR, a major role has 
been played by the balance method, which allows the plan 
tasks for labour to be co-ordinated at all planning levels- 
from the enterprise to tbe centra] planning bodies. I he 
result of all these plan calculations is the master man- 
power balance, which is used to make labour resources cor- 
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respond to the demand for them in the national economy, 
to ensure the necessary proportions in the use of labour 
resources by economic sector and region, and a rational 
distribution of labour resources. 

In determining the best variant of the plan, calcula- 
tions are made covering various aspects of manpower use. 
This, in turn, allows planners to limit the number of di- 
rect plan indicators for labour to a specific minimum. The 
national economic plan is so constructed that a number of 
indicators are levers for implementing it. They are geared 
to regulating population migration, the drawing of man- 
power into now, fast-growing branches of industry and 
sectors of the economy. Such levers are the wage level 
differentiated by sector and region, the development of the 
network of municipal services, the rapid development of 
housing construction, and so on. 

Elaboration of the labour plan is based on specific meth- 
odological principles, especially the provision that the 
development of socialist production he accompanied by 
full employment and a steady rise in the standard of liv- 
ing. In this connection, the planning of labour must pro- 
ceed from a comprehensive approach to calculating the 
factors behind economic development and the scale of pro- 
duction influencing the use of labour resources. Another 
labour planning principle is the search for the best com- 
bination of investment and manpower utilisation; this al- 
lows the most important proportion in the distribution of 
manpower to be established during tlic formation of the 
decisive national economic indicators. 

Assessment of the possible social consequences of the 
intended use of manpower in individual sectors and re- 
gions is another key methodological principle of planning 
labour resources. 

At the present time, the variant method is used in the 
search for the best way to utilise labour resources. The 
scale and detail of the plan calculations for labour mean 
that only a small number of variants can be used, owing 
to the cumbersome calculations involved and the short 
time available in which to carry them out.. Future improve- 
ment in the planning of labour will involve optimisation 
of balance calculations. Like in all national economic 
planning, in this sphere, too, sets of mathematical econom- 
ic models arc coming into increasing use for optimising 
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balance calculations. This began virtually with the simu- 
lation of the use of manpower in material production apply- 
ing matrix models, allowing the most efficient structure of 
labour expenditure in the branches of production lo be de- 
termined. In practice, a modification of the intersectoral 
balance expressed in labour characteristics is used. I lie 
model makes it possible to calculate the full labour ex- 
penditure per unit of output. This, however, is no more 
than the first practical step in the search for the best vari- 
ant of labour expenditure in all sectors of the economy 
for creating a unit of a final product with a specific struc- 
ture. 

The swelling industrialisation of the entire economy ne- 
cessitates rapid skilled personnel training, and the supply 
of such personnel for the economy is a key element of the 
plan balance calculations. Estimates of additional person- 
nel requirements are co-ordinated with the available pos- 
sibilities for training them. When there is a shortage of 
labour resources, the first priority is to satisfy the demand 
for skilled personnel in those economic sectors on which 
the fulfilment of the national economic development plan 
depends. 

Calculation of the demand for skilled personnel includes 
analysis of the changes taking place in the profession- 
al and skill composition of the work force under the im- 
pact of technological progress and determination of the 
individual sectors demand during the plan period, taking 
into account the trends and scale of technological progress. 

The construction of models reflecting the use of experts 
in the period preceding that of the plan is the point of 
departure for subsequent calculations. Such a model per- 
mits planners to ascertain the number of experts of all 
specialities and at all levels available for each national 
economic unit for the accounting period. A comparison of 
accounting data with the initial estimates of the demand 
for specialists for the plan period indicates the incre- 
ment required. This makes it possible to determine the 
targets for the entire system of personnel training. Since 
the period for training specialists does not always coin- 
cide with that of the plan, however, additional difficulties 
arise. This applies primarily lo personnel, with the highest 
qualifications, the need for which has to he established 8 
to 10 years in advance. It is thus essential to employ two 
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methods for considering the factors influencing the de 
mancl for skilled labour. In the coming five-year period, the 
demand is established for each speciality on the basis of 
summary data and draft plans concerning the development 
of the productive and service spheres as envisaged in the 
five-year plan. For the more distant future, aggregate cal- 
culations are made for groups of specialities, taking into 
account the demand established for the period of the five- 
year plan and the overall trends in economic development. 

Methods for elaborating programmes for the training 
and use of manpower in the capitalist countries. Under 
the impact of scientific and technological progress, pro- 
ductive forces have now reached a level at which general 
education and special training of most of the work force 
are essential for the production process. 1 Since the scien- 
tific and technological revolution has embraced virtually 
all spheres of capitalist production, highly qualified man- 
power is required in all sectors of the economy. The train- 
ing of personnel is one of the most important problems 
faced by the bourgeois state, but all stages in the educa- 
tional cycle must be co-ordinated if it is to be solved, 
lienee each private enterprise's demand for qualified man- 
power can only be satisfied through an overall national edu- 
cation and training programme, financed by the budget. 
In this, the contradictory nature of the capitalist system 
is clearly revealed. Some bourgeois researchers have had 
to admit that the market mechanism for distributing la- 
bour does not function satisfactorily. 

The specific solutions to the problem of personnel train- 
ing in the capitalist countries influence the principles 
and methods for state programming in this sphere. In 
working out programming methods, the point of departure 
is the combination of demographic forecasts, estimates of 
the demands of production, the scientific research, services 
and management for manpower of different qualifications 
with what is called education economy. 

Labour resources are estimated from demographic lore- 
casts. On the basis of information on the existing educa- 
tion system and its facilities for providing particular types 
of education, a first estimate is made of the level ol 

1 The volume of scientific and technological research doubles 
every 10 to 15 years. 
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personnel training. The numbers of the work force, its 
professional and skill structure are determined by various 
methods, from surveys of firms down to calculations based 
on data for the development of production, services and 
management according to the macro-economic draft cal- 
culations of overall economic models. From these two types 
of forecast the amount by which the existing structure 
of the work force differs from that required can bo cal- 
culated. This provides the basis for programming in the 
sphere of personnel training and education. 

The most important of all the methods used for fore- 
casting the professional and skill structure of the work 
force are the following. The traditional approach is the 
firm survey. This consists in preparing data on the de- 
mand of entrepreneurs for manpower in general or of a spe- 
cific level of skill for a specific period. The compilers of 
such forecasts do not analyse changes in the sphere of 
technology and productivity, which is up to the firms them- 
selves . 1 The forecaster simply sums the demand of firms for 
manpower. The drawbacks of this method are of a concep- 
tual and a methodological nature, the latter arising from 
the fact that the survey is always based on samples. Since 
the demand for manpower is the result of a combina- 
tion of different conditions and factors, the representative- 
ness of the firms selected is quite relative and declines as 
the time horizon of the forecast is increased. This method 
is more suited to short-term forecasts not connected with 
long-term programmes for personnel training. 

Another widespread method is extrapolation of existing 
trends in the employment sphere. This is used for distrib- 
uting the total number of employees by sector and job 
for the forecast period. In this, an interconnection is of- 
ten established between some economic indicator and the 
level of employment in a particular profession. Thus, in 
Holland, the point of departure for determining the de- 
mand for engineering and technical personnel is the volume 
of the predicted national income. In the USA, use is made 
of the ratio of such personnel to total employment in each 
sector and the level of business activity in the branch. 
Such forecasts are based on dynamic scries characterising 

1 Only French government bodies ask firms to present fore- 
cast data on employment, including these on the corresponding 
volumes of production. 
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employment by sector and trade for usually not less than 
a 10-year term. In France, such series for up to fifty years 
are used. The drawbacks of this method are evident, 
considering the growing speed of changes in the structure 
of the economy and the appearance of new sectors and 
professions every decade. Moreover, such a method pre- 
supposes the availability of reliable statistics on employ- 
ment (broken down by sector and profession) for a long 
term . 

If such statistics are not available in the country, inter- 
national comparisons arc made. In such cases, the main 
demand for estimating employment and the training of 
personnel comes down to the choice of comparable devel- 
opment levels. Thus, in Italy, the estimate of the manpow- 
er demand in 1975 for individual sectors was determined 
on the assumption that labour productivity in these sec- 
tors would reach the 1960 labour productivity level in 
France. Such an approach is based on the idea that spe- 
cific development stages are identical for all countries. 
This assumption is now extremely doubtful, since the 
world division of labour and exchange of technical pro- 
cesses makes it possible to base production in individual 
sectors on the latest technical processes and labour organ- 
isation, linked to a lesser degree to the overall level of 
economic development. 

The so-called economic method is recognised as the most 
efficient instrument for forecasting employment and per- 
sonnel training in the industrialised capitalist countries. 
This involves the following stages: 

— construction of an input-output table showing in- 
tersectoral flows and levels of final demand; 

—transformation of the input-output table into a mat- 
rix containing coefficients of expenditure characteristic of 
each sector; 

—estimation of the total demand for manpower on the 
basis of the production level; 

—construction of a matrix of sectors for types of activ- 
ity, showing the distribution of total manpower require- 
ments according to type of job. 

The main difficulty involved in this approach to fore- 
casting manpower is the shortage of information and suf- 
ficiently detailed data. This method is quite expensive and 
requires a considerable amount of efforts by a large group 
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of experts. Since the matrix of professions includes a large 
number of industries and types of employment, many 
characteristics have to be periodically reviewed to take ac- 
count of new data obtained from special research. 

Developed programming includes five main stages: 

—the demographic forecast, including the dynamics of 
population growth, changes in the share of the economi- 
cally active population, the influence of manpower migra- 
tion, and so on; 

— forecasting of the distribution of manpower by the 
main spheres of the economy and industries; 

— forecasting of the professional and skill structure of 
the work force in the country as a whole and within indi- 
vidual sectors; 

—building a model of interrelations between the pro- 
fessional, skill and the general educational structure of 
the work force; 

— comparison of the estimated demand for personnel pos- 
sessing particular skills and education with the actual facili- 
ties of the existing general and vocational education system 
and, as a result, the revelation of bottlenecks in the person- 
nel training system. 

Then decisions are mado for a suitable restructuring of 
this system. 

Forecasts of the demand for manpower and programmes 
for training specialists are much more difficult than are the 
demographic ones from which the potential manpower mar- 
ket is judged. The difficulties involved arise from the fact 
that the demand for manpower cannot be estimated on the 
basis of data for previous years. In the production sector, 
for example, the demand for manpower depends on many 
indicators: the volume of production, labour productivity, 
which is influenced, in turn, by the size of investment in 
new technology and production techniques, as well as other 
factors. 

The demand for manpower in other sectors of the econ- 
omy is largely determined by the volume and structure 
of public investment. The volume and structure of produc- 
tion (above all consumer goods) are meanwhile influenced 
by the level of employment and incomes and the structure 
of consumption (depending on the level of education and 
the nature of the work, etc.). 

The development of production, qualitative changes in 
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manpower and the structure of consumption, are all dynamic, 
interconnected and interdependent processes, this makes it 
difficult to select the approach to programming the forma- 
tion of the work force. The cyclical development of the capi- 
talist economy leaves its mark on any calculation method 
used, be it extrapolation of trends or standard estimates. 
Each method is based on assessments for some past period 
and so reflects only one phase in the development cycle. Up 
to 1967 in the USA, outlays on higher education did not 
correspond to the rise in the expenditure on scientific re- 
search. Asa result, the deficit of scientific and technical per- 
sonnel became increasingly worse. The subsequent rapid rise 
in these outlays at first brought a balance of the de- 
mand and supply for highly qualified personnel, and then a 
surplus of specialists. Thus, the influence exerted by govern- 
ment bodies and private firms to overcome this tendency did 
not bring the desired results. 

In spite of the limited nature of calculation standards for 
data from past years and of trend extrapolation, they do pro- 
vide the basis for programming in the sphere of manpower 
training. In order to determine the future demand for man- 
power in each economic sector modifications are used of the 
input-output system, consisting of estimates of the 
labour intensity coefficients in each economic branch or 
service sector/ This set of instruments may be im- 
proved by adding the trends in productivity changes to the 
labour intensity coefficients. Available forecasts as a rule 
underestimate the productivity factor, resulting in an over- 
statement of the increment in employment. 

Determination of the overall demand for manpower by 
sector is only the first step in drawing up the programme, for 
the professional and qualification structure of the work force 
in each sector is not yet clear. In order to make the transi- 
tion from estimates of general demand to the qualification 
and professional composition, so-called '‘overall standardi- 
sation” of the training level is introduced, i.e., the profession- 
al and qualification category is defined. French economists 
have established a general gradation of professional training, 
according to which top administrative personnel and engi- 
neering staff must go through at least 11 years study after 
finishing school, administrative personnel with a technical 
education must go through seven years, foremen and super- 
visors — 4 or 5 years, and skilled workers — 3 or 4 years. 
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A staggered table is drawn up for intersectoral models, 
including manpower. Its horizontals consist of the profes- 
sional and skill categories, while the verticals stand for the 
sectors. Each square of the table must give the numbers 
employed in the particular trade and sector of which it 
forms the junction. Given data on the base year of the fore- 
cast and an estimate of production development, the table is 
indicative of changes in the professional and sectoral struc- 

turc. • • 

In order to estimate the demand for workers, engineenng 
and technical personnel of specific professional and skill cat- 
egories on a country-wide scale, forecasts are used for eac i 
sector separately and then aggregated, which allows the 
drawbacks of the standard approach contained m intersec- 
toral models to be avoided. The theoretical research carried 
out by Western economists recognises the need to combine 
the two approaches. This applies, above all, to calculation 

of the demand for workers in the higher and middle technic- 
al categories, owing to the rapid retooling of production 
with new and more sophisticated technology requiring great- 
er skill. The most widespread approach to estimating the 
demand for specialists with higher and medium qualifica- 
tions consists in determining the corresponding proportions 
between experts of the given categories and extrapolating the 
indicators describing their proportions for the future period. 
Theoretically this can he imagined as the building oi. a pro- 
duction function with a detailed isolation of the dependence 
of the production volume on the use of various categories 

of worker. . . , . 

The programme for the development of the education and 
personnel training system is based on a comparison of em- 
ployment throughout the economy and in a number oi sec- 
tors. as well as in terms of professional and qualification 
categories at the beginning and the end of the period that 
the programme is in force. By establishing the dependence 
between investment in production and the infrastructure sec- 
tors expenditure on education as a whole and on vocational 
training and retraining, the bounds of the given programme 
are defined. 

The resulti ng estimates of the demand lor manpower serve, 
as it were, as the maximum possible allocations for edu- 
cation and personnel training, which means the limits for 
financing the development of the national education and pei- 
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scribing the education “economy” are used for drawing up 
detailed drafts for the main categories of profession and 
qualification. 

The specifics of planning and forecasting employment and 
personnel training in the developing countries. The most 
important factors giving rise to difficulties in the economic 
growth of these countries include their acute shortage of 
qualified personnel in virtually all sectors. The reasons for 
this situation are rooted in the colonial past. The underesti- 
mation of the importance of the education and personnel 
training system when the developing countries’ economies 
were initially being established resulted in serious imbalances. 
The demand for qualified manpower in these countries is 
enormous, while the unemployment level is constantly rising. 
The shortage of skilled workers and engineering and technic- 
al personnel is one reason for the paradox that, in spite of 
the tremendous need for development of modern production, 
the amount of idle capacities is growing in many industries. 
On the other hand, there is also a huge outflow of local 
qualified personnel, since many experts have to leave their 
countries in order to find jobs. The time required to train 
qualified personnel also influences the imbalance between the 
supply of and demand for experts iri particular professions. 
All this testifies that the random principle is not suitable 
for solving such a complex problem as personnel training 
in countries that are trying to speed up their economic 
growth and lay the foundations for economic independence. 
Moreover, in the developing countries, Ihe problems of using 
manpower have a clearly social content. They are connect- 
ed with the scale on which experts are being trained in var- 
ious professions to provide for the development of the na- 
tional economy not only at present, but also in the relatively 
distant future. 1 These efforts are directly related not only 
to the formation of new labour and professional skills, but 
also to changes in the worker’s psychology, attitude to work, 
and the development of new incentives to activity. The impor- 


1 According to UN experts’ appraisal for 1971-80, only the 
industry of the developing countries will he able to absorb about 
30 million new workers, which means that about 3 million people 
a year need to be trained for work in industry. Tn addition, work- 
ers, engineering, technical and other personnel already employed 
in industry must be retrained. Such personnel number over 100 million. 
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tance of this aspect of general and vocational education and 
upbringing derives from the fact that, for hundreds of years, 
colonialism has instilled the worker-and-m aster psychology, 
the cornerstone of which was disdain for constructive work. 
The striving of imperialist quarters to advertise the idea of 
the “consumer society” in the newly-free countries leads to 
the spread of parasitical attitudes to life. Thus, the mould- 
ing of a new, active, creative attitude to work is one of the 
most important tasks for the state and society’s advanced 
strata. 

The understanding of these and other aspects of the prob- 
lem of training and using personnel is increasingly being 
expressed in attempts to include various indicators of per- 
sonnel training in the national development plans, attempts 
to co-ordinate the development plans for the system of the 
education and training of experts not only with the financial 
aspects of the development programme, but also with the pro- 
duction programme. There are many difficulties here, mainly 
because these countries have virtually no reliable statistics 
on employment and the professional composition of many 
economic sectors, while the traditional education system is 
riot geared to solving problems of socio-economic develop- 
ment. In order to overcome the tremendous backwardness of 
the newly-free countries, a permanent system of education 
and upgrading of trade skills is needed not only for new 
contingents of factory, office and professional workers, and 
so on, but also for the entire work force. 

The key problems of actual planning activities in the edu- 
cation and training sphere are: 

— the formation of reliable statistics for estimating the 
economy’s demand for the numbers and level of profession- 
al training and for objectively assessing the possibilities 
of the existing education and training system; 

—the rejection of the one-sided approach to the education 
and training sector as an autonomous system and the carry- 
ing out of all planning in this sphere as a part of overall 
economic planning; 

—the creation of a single system for co-ordinating all 
types of education and personnel training since, as a rule, 
this training has a fragmentary financial basis, i.e., is fi- 
nanced from different sources. 

A generalisation of the current and desirable methods for 
planning education is given in the UNESCO model 1 for 
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education planning, which was drawn up on the recommen- 
dation of the conference of education ministers and heads 
of establishments for planning the economies of the 
UNESCO member countries in Asia and the Far East. Tt 
was used for forecasting in the education sphere in the Arab 
states, too. This model covers the system of general educa- 
tion as such. It consists of three blocks: the first describes 
the contingent of students; the second— the availability of 
teaching staff and the demand for teachers; the third —out- 
lays on implementing education programmes. The model is 
a system of interconnected standards. Its descriptive part 
can be illustrated by a list of expenditure indicators, such 
as the expenditure per student, determined from the follow- 
ing: 

Vy — ~j~ + + Py + + $!/ 4- s y 4" 'Qy 4~ hv H" 

h 

where V l v — is current outlays per student; 

F l — is the average wage of teachers; 
f- is the number of students per teacher; 

^ — is the type of class or education stage; 
y -is the year: 

a— is other outlays on maintaining the teaching 
staff, in contrast to direct wages, per student; 
p— is overhead expenditures (expenditures on ge- 
neral management) per student; 
y — is outlays on the maintenance and current 
repairs of educational premises per student; 

6— is the cost of books per student; 
e — is charitable expenditures (school meals and the 
like) per student; 

£ — is additional outlays (transportation, etc.) per 
student; 

p— is grants per student; 

0— is the cost of teaching aids, apart from books, 
per student. 

Current costs for any group are equal to 

where Vy - is current, outlays; 

A’— is the student intake. 


1 The model was used in Spain. 
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The overall sum of current expenditure for the entire edu- 
cation system is 

v,=(i+y 

where i — is the correlation between expenditures on central 
administrative bodies (which cannot he redistributed by in- 
dividual aggregate groups of classes) and all other current 
costs. 

In estimating investment, the student place is taken as the 
unit of measurement, according to the ratio 

Uy — IvK 4" 4'/Yl/ 4- Syrty 4- Pyi 

where u — is capital outlays per student place; 

X— is the cost of the land per unit area; 

% — is the demand for land per student place; 
x\>- is the cost of building educational premises and 
general facilities per student place; 
y — is the necessary area of premises for classes and 
general purposes per student place; 
l — is the cost of building laboratories and workshops 
per unit area; 

ft — j s i.iic necessary area of laboratories and work- 
shops per student place; 

Q_i s the cost of furniture and other equipment per 
student place. 

The number of additional student places to be built is 
worked out from the number required to increase the stu- 
dent contingent, plus the number required to replace existing 
ones, which can be expressed as 

Dy — Ey+i — (1 x v) 

vvhere D— is the number of student places to be built (for 
the full period of their use); 
x—is the number of existing student places to be 
replaced. 

Investment for any group is equal to 

Uy = UyDy, 

where U- is capital outlays. 
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Correspondingly, the total sum of capital outlays for the 
system is: 

Uy^W),. 

The sum of current and capital expenditures for any ag- 
gregate group of classes ( C — is the total sum of outlays) is 
equal to: 

cl=vl+ui, 

and for the entire system is: 

Cy = V y + U y . 

Generalisation of the models and the forecasting of quali- 
iied manpower in practice were also undertaken by UNESCO. 
Accordingly, the first stage in the work is to determine the 
actual number of graduates in various professions and cate- 
gories corresponding to the possibilities of the existing edu- 
cation and personnel training system. The next stage con- 
sists in adjusting the information obtained during the first 
stage in accordance with the so-called coefficient of partici- 
pation in labour activity 

0<e< 1. 

The purpose of this, in the opinion of the UNESCO experts, 
is to take account of the real supply of new qualified per- 
sonnel. The third stage involves estimating the total num- 
ber of skilled specialists with a given speciality, including 
(hose already working, to which data on new personnel are 
added and on those withdrawing from the work force sub- 
tracted (retiring, dying, leaving work, and so on). In this, the 
transition of specialists from one category to another is tak- 
en into account using empirically set coefficients. Since it 
is possible for the number of specialists trained outside the 
framework of educational centres to increase, a special coef- 
ficient is also introduced for this factor. At the fourth stage, 
the numbers of people in a particular profession, determined 
as described above, are distributed between the sectors and 
spheres of activity using corresponding distribution coeffi- 
cients (use of labour resources). 
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The parameters required for such calculations can be con- 
densed into a model of the following type: 

= 2«4‘ >s, = l, 

At s >=4‘' s, < s) . 

My' *>= - MyS.f + 4-f [4-1 + 

M<M>+ [1 +0<t- e, i < e \ 

JX 

where y — is the year; 

^ — is the field of training; 

g — is the stage (i.e., the level of the education re- 
ceived, characterised by its final stage); 
a — is the sector of economic activity. 

The variables are: 

O— the output of the education system; 

N— fresh replenishment to the work force; 

M — the total work force; 

d — the proportion of the graduates distribution by speciality; 
e — the coefficient of participation in labour activity; 

S -the coefficient of survival, a demographic indicator; 
b — the coefficient of retirement; 

X — the coefficient of advance from lower categories of man- 
power; 

0- the share of the work force replenishment not from 
educational establishments; 
a the extent of the use of the work force. 

The methods for planning education and the training of 
experts in the developing countries have only just begun 
to take shape. Even so, there are certain features common 
to planning practice in this sphere. The experience of the 
socialist countries testifies that any form of planning and 
each special planning model for education must be co-or- 
dinated with the other elements of the overall economic 
programme. Such a model must he based on demographic 
forecasts. On the other hand, the number of people with a par- 
ticular level of education or special training must be co-or- 
dinated with estimates of labour resources and employment, 
by sector and profession. The value characteristics of the 
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outlays on instruction and on the education and personnel 
training system must be co-ordiriatod with both the financial 
and the resource sections of the plans (or forecasts by coi- 
responding sectors and spheres). 

The Planning of Foreign Trade 

and Programming of the Export Sector 

At the present time, virtually all countries are involved 
in the world turnover of economic resources, so it is under- 
standable that considerable interest is shown in the foreign 
economic aspects of plans and programmes. From the point 
of view of analysis of planning methods, the most interest- 
ing are those for assessing the interconnections in foreign 
trade and investment in the export sector, since it is the lat- 
ter that determines the plan’s (or programme s) impact on 
the scale of foreign economic operations and their efficiency 
for the economy as a whole. 

The methods for planning export production in the Uoon. 
In the USSR investment in expanding exports is calculated 
in accordance with the master scheme for drawing up the 
plan and depends on whether exports (or part of them) are 
an autonomous element of the plan or a function of imports. 
In the initial planning stages, in the sectoral ministries and 
USSR Gosplan, the possibilities are ascertained for increas- 
ing production in the productive capacity under construc- 
tion and that being modernised at the beginning of the plan 
period, and by importing equipment and materials. An in- 
crease in imports must he ensured by a rise in the export 
of commodities. In this case, additional investment in export 
branches is essential. The task consists in doing this most 
efficiently. The efficiency of investment in export branches 
is assessed according to a number of indicators. The export 
of commodities must be profitable from the national econom- 
ic point of view, i.e., require minimum current and capital 
expenditure on production and transportation and provide 
maximum currency returns. 

Foreign trade must meet the national economy’s demand 
for those goods that it is economically more profitable to 
purchase abroad than to produce at home. In this, the 
national economic expenditure on export goods sold to pay 
for imports must be less than the potential cost of producing 
import-substituting goods at home. 
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Each project for increasing the export of output has to be 
assessed taking all elements of expenditure into account. 1 be 



national economic expenditure on export production, as in 
any other sector, is determined according to the production 
costs of the output, plus capital intensity, multiplied by the 

standard efficiency coefficient. ... 

Since such an evaluation is given for each project m in- 
ternal prices, in order to determine the extent to which it 
corresponds to the needs of exports the efficiency must also 
be measured in terms of foreign currency. For this purpose, 
the net currency revenue from exports per unit commodity 
is compared with the expenditure on producing it and trans- 
porting it to the border. 

From a comparison of the relative efficiency of the export 
of individual items, an investment structure can he chosen 
in the export branches that will give an increase in the ex- 
port of those goods that bring in the greatest income from 
their sale compared with the costs of producing and trans- 
porting them. . 

Since capital investment in the production ot exports is 
made in order to increase the export revenue and ex- 
pand imports on this basis, the indicators of the efficiency 
of exports must he co-ordinated with those for the imports 
conditioned by the exports. 

The economic efficiency of the export oi these commodi- 
ties can be determined considering the efficiency of import 
items that are or will be bought with the currency rev- 
enue. The composition and quantity of these imports is 
called the import equivalent. In turn, imports must be com- 
pared with the expenditure (current and capital) on produc- 
ing import substitutes at home. 

The indicator of the relative efficiency of the import item 
X n is defined as 






X„=-| 2 - (roubles/currency roubles), 

“n 

where Z n — is the expenditure on domestic production of the 
import-substituting commodity (determined in 
the same way as the expenditure on the produc- 
tion of export goods); 

B n — is the full currency outlays to pay for imports 
and their delivery to the border. 
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The indicator of relative efficiency can be used for com- 
paring the efficiency of the export and import of commodi- 
ties within the limits of commodity turnover with a single 
country or group of countries whose currencies are mutually 
convertible. 

In order to compare the efficiency of expanding the capac- 
ity for exports and imports to and from various countries 
and in various currencies, adjustments must he made to the 
efficiency indicators. These are to take account of the objec- 
tively existing differences in the purchasing power of curren- 
cies received from the sale of exports and spent to purchase 
imports. 

If the commodity is sold in a freely convertible currency, 
the mean weighted indicators of the rolative efficiency of 
imports can be calculated with respect to the structure of all 
commodities purchased in freely convertible currency. If the 
commodity is sold in a closed currency, within the bounds 
of a single country, it is the average efficiency of importing 
all commodities from the given country that must he con- 
sidered. 

The size of the efficiency indicator for the import equiv- 
alent X n equiv. used to specify the purchasing power of 
the currency received from exporting the commodity is de- 
termined as follows: 

Y _ Znlln 

A n equiv.- g^ . 

where li n — is the number of individual types of com- 
modity included in the composition of the 
import-substituting goods; 

Z n Tl n — is the summed expenditures on producing the 
import-substituting goods at home; 

B n n n — is the summed expenditures of currency on 
purchasing the import-substituting goods. 

As a whole, the indicators that might be applied for as- 
sessing the efficiency of each project for expanding exports 
(taking into account the efficiency of the import-substitut- 
ing goods)— X en — might he represented as 


X cn — X e -X n 


equiv. j 


where X e — is the relative efficiency of exports in terms of 


currency. 
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An expansion of the volume of exports of a particular 
item, given limited production capacities, is not expedient 
if the commodity is in great demand within the home coun- 
try. In this case, a comparison of the efficiency of production 
and consumption within the country with that of production 
for the foreign market is an essential condition for 
determining the efficiency of investment in export produc- 
tion. 

For each new export project for investment, the limiting 
parameter is the efficiency of foreign trade turnover as a 
whole Xft: 

v 

Xft ~ Z e TJ e ’ 

where Z„ll n — is the total national economic expenditures 
on domestic production of the imports pur- 
chased in an individual country, group of 
countries, or on the production of all items 
imported into the country; 

z e n e — is the total national economic expenditures on 
the production and transportation of exports 
to a single country or group of countries, or 
of the entire volume of exports. 

If the efficiency indicator turns out to be greater than 
unity, foreign trade within individual countries or groups of 
countries is economically profitable, and ways should be 
sought for increasing the volume of exports and imports of 
the corresponding items. 

An increase in the capacity for the export of an individual 
commodity may, in a number of cases, he carried out on the 
condition that the production of the additional volume of 
this item requires comparatively greater outlays and can 
only he sold at reduced foreign trade prices. In this instance, 
the efficiency indicator for exports falls. The limits to the 
economic expediency of increasing the volume of exports 
is the requirement that the efficiency of exports (taking into 
account the efficiency of the import equivalent) of the mar- 
ginal additional batch of goods be not less than unity. 

The most rational investment projects for export produc- 
tion must be not only efficient, but also meet the country’s 
internal requirements. This presupposes, first, co-ordination 
with the entire construction programme and, second, com- 
prehensive balanced co-ordination of the production and 
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consumption of all the groups of products either directly or 
indirectly connected with exports and imports. 

The programming of foreign economic ties in the capital- 
ist countries. In the elaboration of such programmes, account 
is taken both of the overall goals of the state economic pol- 
icy and the specific targets in the sphere of foreign econom- 
ic relations. In order to consider the effect of the interna- 
tional division of labour, the capitalist programming of for- 
eign trade attempts to answer the following questions: what 
role is played by foreign economic tics in the development 
of the economy; to what extent the resources available in 
large quantities in the country will be exchanged for foreign 
resources in comparatively short supply; how the structure of 
the foreign trade turnover will change, considering the drop 
in the production of some items or the appearance of new 
ones; which economic sectors will account for a bigger 
share of exports; what volume of exports and imports will 
accord with the structure of domestic production and con- 
sumption and with the system of international trade. 

Two types of difficulty are encountered in drawing up 
such programmes. The foreign economic programme is based 
on two inadequate sections— the state programme for the 
development of the national economy, and extremely impre- 
cise forecasts of the trends in the development of the world 
market. Whereas the imbalance of the national economy can 
be partially compensated through state resources and mea- 
sures, the capitalist market dominates absolutely in the 
sphere of foreign economic relations. 

In the search for a point of departure in foreign econom- 
ic programming, Western economists consider the follow- 
ing dependencies: 

—between the volumes of the flows of foreign trade and 
the level of such “variables” as the gross national product 
or elements of the final demand; 

— the interconnection between short-term market trends 
and long-term ones in international trade, since the volume 
of exports and imports depends on both the internal eco- 
nomic situation and fluctuations in international trade; 

—the dynamics of both internal and world prices, their 
inclusion in the draft planning of exports and imports being 
accompanied by serious difficulties of a principal and prac- 
tical nature. 

The establishment of such empirical dependencies is the 


208 


basis of construction of foreign trade models, which consti- 
tute the cl »ief instrument for foreign economic programming, 
determined in quantitative indicators. 

Three different types of model are used in foreign eco- 
nomic programming: gravitational, structural (based on the 
share of imports) and matrix models (using tables of the 
intersectoral exchange). Gravitational models take direct 
account of tile influence exerted by the exporting country’s 
supply and also by the importing country s demand on the 
structure of world trade. Work on such models is continu- 
ing along the following lines: a further breakdown of indi- 
cators by groups of product, taking account of additional and 
competing products; more detailed research into the factors 
governing the intensity of the bilateral trade links between 
countries; the inclusion of export prices and trade conditions 
among the independent variables (though they are difficult 
to include in gravitational models); an improvement in the 
methods for estimating the parameters. The last of these is 
necessitated by the fact that the limited number of temporal 
observations and the instability of certain characteristics 
make it difficult to establish the parameters from an anal- 
ysis of temporal series and result in the need to use trans- 
verse analysis. Practice has shown that models based on the 
share of imports are convenient for compiling short-term 
programmes, bul that difficulties arise in using them for 
medium- and long-term forecasts. 

Input-output type models arc designed to establish the 
specific connection between the indicators that determine the 
internal development of the economies of different countries, 
whose characteristics depend simultaneously on the situation 
in a number of countries. With the development of science 
and technology, these variables of an international character 
acquire greater significance in mapping out the economic 
growth of the country. This is particularly true of small 
countries. In order to describo the interconnection between 
the two types of variable, complex models are required. 
Owing to the vast sphere of application, they are huge in 
scale, which entails problems of comprehensive calculations 
(the breakdown into submodels, definition of the algorithms, 
fusing of iterative processes, and so on). Although substan- 
tial successes have been scored in processing large-scale 
models by computer, difficulties still arise in working with 
them, such as in precisely defining the spheres for which 
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the models are designed or in ascertaining the type of mod- 
els that can be used both in medium-term and in long-term 
programming. Finally, depending on the possibility to ana- 
lyse and forecast such factors as scientific and technological 
progress, the development of integration in world economy, 
the striving to step up the efficiency of foreign trade, as 
well as the pursuit of a trade policy by each country in line 
with these factors, it would he advisable to forecast the 
structures of international trade over a longer period of time 
by using the matrices of delta-coefficients. 

In individual capitalist countries, the programming of for- 
eign trade takes specific forms. Thus, the Japanese “me- 
dium-term plan” formulated goals for the economy’s develop- 
ment from 1964 to 1968, such as a rise in the competitive- 
ness of Japanese goods and a growth in the volume of for- 
eign trade under the increasingly fierce competition on the 
world markets and the liberalisation of foreign trade. The 
“plan” also took account of the fact that the equilibrium of 
the balance of payments limits economic growth. Foreign 
economic ties were a key problem in Japan’s programming in 
the late 60s and early 70s. In order to determine the pattern 
of net exports for a long time ahead and to obtain a long-term 
picture of the balance of payments, the task of studying ex- 
ports and imports was set during the elaboration of long- 
term models. In these models, exports are conditioned by the 
operation of both internal and external factors. The results 
obtained indicate that the dependence of exports is greater 
on world trade than on the growth in labour productivity. 

In medium-term models, exports are divided into two 
parts: the export of goods and that of services. The second 
part is considered to be exogenous. The export of goods is ex- 
plained by the level of world trade in real terms (the income 
effect) and by changes in relative pricos (the price effect). In 
estimating imports, account was taken of the fact that 
industrial materials and fuel are competing imports, in 
contrast to other imported resources, which were not consid- 
ered as competing ones. In the intersectoral and integrated 
models used in drawing up Japan’s medium-term economic 
plans, considerable attention was also focussed ou the 
problem of foreign economic ties. 

The latest improvements to the British Cambridge mod- 
el indicate a thorough study of the foreign trade factor. Gov- 
ernment research organisations are attempting to employ a 
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more flexible forecasting model to take account of the 
changes in the machinery of foreign and internal price for- 
mation that will occur under the impact of the devaluation 
of the pound sterling and the currencies of other countries. 
To this end, the previous assumptions that exports are exo- 
genous values, that non-competing imports are co-ordinated 
with the equations for production by means of fixed coeffi- 
cients, and that competing imports are a linear function of the 
total sum of expenditures on a particular type of import, 
all had to be revised. The need arose during the elaboration 
of the new variant to associate specific types of exports and 
imports with relative prices (both internal and external), 
as well as with the income level and the volume of produc- 
tion. In the further improvement of the model, the task was 
set of adjusting, within its bounds, any unfavourable balance 
of trade through changes in internal prices relative to the 
corresponding external prices. All this required the introduc- 
tion of a large number of non-linear dependencies, which 
made the model considerably more complex economically 
and complicated the mathematical interpretation of it. 

The new model consists of two parts: the “turnover of 
quantities” and the “turnover of prices”. The procedure for 
calculating imports and exports in this variant of the model 
considers that the volume of imports must he determined 
not only by the production and consumption demand, hut 
also by the comparative competitiveness of imported and 
home-made goods. The British economists believe that the 
future volume of imports could he estimated fairly precisely, 
if such factors were taken into account as customs regula- 
tion of import and currency restrictions and other state 
regulation measures. 

The volume of exports, in contrast to that of imports, is 
primarily determined not by the level of national production, 
but by the state of the world market, so the factor taken as 
de term ini ng the movement of exports is usually the volume 
and structure of foreign production, rather than the dynam- 
ics of national production. This involves a different set of 
calculation methods. Most import forecasts do not take 
trends in the world market into specific account and bring 
the domestic production factor to the fore, while the situa- 
tion with most export forecasts is the opposite. 

The programming of foreign trade in the developing coun- 
tries. To a considerable extent, the methods used by the de- 
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veloping countries to elaborate plans and programmes for 
the foreign trade sphere are borrowed from the capitalist 
ones. The essence of Ihe recommendations made by Western 
experts consists in the need to develop tlie use of economic 
models tracing the various interconnections of the sector 
producing goods for the home market and that producing 
exports. Such a division is intended to distinguish between 
the two types of interconnections, since the increase in ex- 
ports depends not only on the scale of national capacities, 
but also on the development of other countries’ economies. 
The internal demand is determined by the volume of domes- 
tic consumption and internal investment. Common to many 
approaches to foreign trade questions coming from the in- 
dustrialised capitalist countries is the assertion that “since 
exports are relatively more difficult to control, the best start- 
ing point for planning with this model [singling out the ex- 
port sector— Auth] is to estimate the probable rate of de- 
velopment of exports. Future exports depend primarily on 
the growth of foreign incomes and the income elasticity of 
the foreign demand for export commodities.” 1 

This interpretation of the way foreign trade and develop- 
ment programmes for the export sector in the newly- free 
countries depend on the economic situation in the industrial- 
ised capitalist countries best illustrates the purpose of the 
recommendations made by bourgeois experts. Such models 
clearly reveal an attempt to consider the developing coun- 
tries as the raw material outskirts of the developed capital- 
ist countries. 

Events in the 1970s have shown something different 
—that the industrialised capitalist countries are dependent 
on the deliveries of raw materials, and especially oil, from 
the developing ones. The co-ordinated actions of the latter 
on the world market resulted in a sharp rise in export prices, 
which led to a 25 per cent increase in their annual reve- 
nues between 1971 and 1973. This provided for an increase 
in the overall active balance of trade of the developing coun- 
tries from 2,200 million dollars in 1972 to 11,800 million dol- 
lars in 1973, and to 32,700 million in 1976. In the wake of 
the crude oil prices, however, came a substantial increase 
in the prices paid by the developing countries for their im- 


1 Programming Techniques for Economic Development. With 
Special Reference to Asia and the Ear East, Bangkok, 1960, p. 25. 
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ports of capital equipment: between 1970 and 1975, the 
prices for each unit of equipment doubled. 

Any country whose economy is oriented on exports is 
naturally largely dependent on the sales markets but, as al- 
ready noted, this market is not beyond the control of the 
developing countries. The problem is not only to increase 
export revenues, but also to change the structure of imports. 
The sharp increase in the incomes of the oil-exporting coun- 
tries has shown the particular goals of foreign economic 
programmes. It is indicative that the countries with a social- 
ist orientation spend most of the new export revenues from 
oil on obtaining equipment and other types of output foi 
modernising agriculture and for industrialisation. Ihe capi- 
talist-oriented oil -exporting countries send ibis export reve- 
nue abroad, to be invested in the capitalist countries in 
buying shares, credits, and so on. The ruling circles of some 
developing countries are spending the extra funds not on 
developing the national economy, but on investing in the 
economies of the industrialised capitalist countries. 

These fundamental assessments are important in the con- 
text of the attempts to impose on the developing countries 
foreign trade programming methods that will direct their 
development according to the laws of the market economy. 
These calculations are based on the idea of comparative 
costs and comparative benefits. The application of these prin- 
ciples for countries with only small differences in their lev- 
el of development allows the effect of participation in the 
international division of labour to be assessed for individual 
types of production. When the differences in development 
level are great, however, comparative assessments lose their 
meaning, since here they compare incomparable things. I he 
efficiency of export and import programmes must obviously 
he assessed, in this case, for the long term, taking primary 
account of national needs. 

The elaboration of programmes for the foreign economic 
relations of the developing countries is made more difficult 
by the unprecedented growth of their foreign indebtedness, 
which forces the planning services of these countries to 
adapt the foreign trade model to these unfavourable circum- 
stances. The first, attempts in this direction were initiated 
by M. A. Rahman, working on a two-sector model includ- 
ing indicators of the country’s foreign debt. The model’s 
aim is to determine the development of the two sectors (tra- 
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ditional and contemporary) in such a way as to switch over 
to so-called self-sustained growth. This presupposes stricter 
limitations on the volume of imports and, what is more im- 
portant, on their composition. This is because the model’s 
target function consists in a search for the scale of accu- 
mulation and import substitution that will make it possible 
not only to create the economic basis for development, rely- 
ing on internal resources, but also to pay off the foreign debt. 

This line in the formation of foreign economic relations 
programming in the developing countries demonstrates the 
interconnection between the plans and programmes for the 
development of the national economy and the foreign trade 
programmes. Not by chance are models containing both inter- 
nal and external restrictions being used increasingly in 
choosing the projects for the production of exports. Attempts 
have been made to use accounting prices to construct such 
programmes. On the whole, the development of programming 
methods for foreign trade comes down to optimising the 
choice of investment projects for the production of exports 
and the development of the production of import substitutes. 
The difficulties in implementing programmes based on ac- 
counting prices were noted during the description of plan- 
ning and programming of investment. In the given case, these 
difficulties become even greater, since the implementation 
of export-import programmes depends on the conditions on 
the world market with its world, not accounting prices. 


Regional Planning and Programming 

The planning and programming of the use of natural re- 
sources, the accumulated national wealth, the use of devel- 
oped and undeveloped territories, and the labour skills of the 
population are best traced in the sections of planning and 
programming practice called “regional planning” and “region- 
al programming”. These are the closest to calculation of 
the resources available in particular regions of the country. 
The infinite variety of the characteristics describing their 
use means that not all details of the methods applied in 
elaborating the regional aspects of plans and programmes for 
development can be covered here. Only the specifics ol the 
methods employed under different social conditions will be 
outlined. 
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The planning of the location of production m MeUSSR. 
This is what the complex of problems and methods for 
planning the development of the national economy on 
regional or territorial plane are called. The nature of the 
methods of regional planning is determined by the fact that 
a more rational location of production provides for econo 
mies of social labour on a country-wide scale for the ^^com- 
prehensive development of regions, their most suitable spe 
cialisation and a further levelling up of the economic de- 
velopment’ of the country’s regions. The liat ’ , t n ^ 1 ® c0 ^ m1 ^ 
rather than purely local, approach detormnies b^li lh« * « 
tual procedure for drawing up plans for the location ot pio 
duction and the methods used. Since the very first ye. _ s _ 
the socialist state, the questions of territorial pla.ming m the 
USSR have been approached from the angle of overall state 
tasks and the long term. 1 These included a rational distri- 
bution of productive forces, plans for the development of the 
Union republics and economic regions. The mterconncclioii 
between this aspect of planning and its other elements c 
ditions the unity of the planning process on the sectoral and 
territorial plane. The characteristics °f tho devdopmento 
each sector of the national economy and industry delcimii 
ing the specifics of resource use in particular regions s . 
as" the point of departure for planning production locaUon. 
Existing practice makes it possible to isolate three mteico - 
nected stages in elaboration of the mam trends in the lo- 
cation of productive forces. First, the chief schemes for the 
development and location of production are dGte ™ acd ^ 
sector. Then schemes are drawn up for the development am 
location of production by republic and economic legion, 
combining of these two types of draft plan allows a master 
(general) scheme to be elaborated for the loca J loI1 “ f ^ ' 
ductive forces of the USSR in the long term. This in turn, 
serves as the basis for constructing the territorial character- 
istics of the five-year plans for the development of the na- 
ional economy, long-term draft plans and medium-tern 
plans for the development of sectors, republics and economic 
regions In the country. The formalised scheme of the sector- 
al and territorial structure of the economy is expressed in 

a modification of the model of the intersectoral balance, with 


i The iirst long-term development plan— GOELRO— was drawn 
up on the detailed regional plane, indicating key economic centies. 
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a differentiation of its main characteristics by region of pro- 
duction and the use of goods and services. 

The specifics of the methods used to work out the region- 
al aspects of sectoral plans are closely connected with the 
characteristics of the technical processes, labour intensity, 
the material intensity and goals of production, as well as 
the availability of transport facilities for hauling the output. 
Models and methods for preparing such draft plans vary, 
since the combination of the aforementioned development 
characteristics of sectors (grouping of sectors from the re- 
gional angle is called “locational classification of sectors”) 
is also diverse. Common to all these methods is the appli- 
cation of balance calculations for production and use of out- 
put, pinpointing the regions of production and consumption, 
territorial balances of construction organisations’ capacity, 
schemes for the development of industrial and agricultural 
centres, arid regional planning methods. 

The development, planning methods for republics and eco- 
nomic regions include the entire system for substantiating 
draft plans— from the efficiency indicators of social produc- 
tion and the master schemes for the location of productive 
forces to cost-to-performance calculations for specific proj- 
ects. It is important to stress that the set of methods used 
is geared to preparing comprehensive plans for the develop- 
ment of republics and regions. The need for such regional 
plans has given rise to the elaboration of regional intersec- 
toral balances for the production and distribution of output. 
Tri such balances, there is information not only on the in- 
ternal interconnections between the branches of the given 
complex, but also those between imported and exported out- 
put. 

Regional planning, like national economic planning in gen- 
eral, first arose in the USSR. Elaboration of the regional 
aspects of the national economic plan for the development 
of the socialist economy made possible a fundamentally new 
approach to the location of productive forces as a key na- 
tional economic problem. In this, socialist planning differs 
from the bourgeois theory and practice of the location of 
production. Under the conditions of capitalism, decisions 
are made mainly with respect to the location of individ- 
ual enterprises or the development of individual regions. 
The acuteness of the social and economic contradictions of 
capitalism in recent years is responsible for the interest 
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shown in solving national economic problems in intercon- 
nection with regional ones, which necessitated the develop- 
ment of a suitable set of instruments. 

The methods of regional programming in the capitalist 
countries. These took shape under the considerable impact 
of socialist regional planning, which involves the idea and 
practice of regionalisation. The first ever work of this type 
was carried out under the GOELRO plan, which was based 
on assessments of the territorial division of labour and pro- 
duction for individual regions and zones, taking suitable 
account of the specifics of their economies, natural, raw mate- 
rial and energy resources and the national complexes that 
bad taken shape in them over the centuries. Considerable 
influence was also exerted by the implementation in Soviet 
planning of the idea of comprehensive development of 
the economic region, since this gives rise to a desire to 
determine complex systems, to study and analyse them and 
the interaction between them, to seek the support points oji 
the basis of which policy, investment and management can 
channel not only the components of the system, hut also all 
combinations in general, towards the desired goal. The need 
for co-ordinated development of the productive forces of the 
country’s regions, for comprehensive development of each 
economic region, is dictated by the social nature of produc- 
tion under the conditions of modern capitalism. Tet this 
need is in complete contradiction with the motives for deci- 
sion-making throughout the private sector. The criterion of 
national efficiency gives way to commercial efficiency, if the 
latter brings the entrepreneur greater profits. 

The nature of the regional programming methods used in 
the capitalist countries is determined not only by these fac- 
tors. A considerable influence is exerted on their choice by 
the very subject of the regional programming. The state 
bodies consider primarily certain aspects of the development 
of individual regions, rather than the problem of locating 
productive forces in general. Although attempts are made to 
approach this problem from the angle of the country-wide 
interests, 1 it is still predominantly the government decisions 
that are made with respect to the future development of in- 




1 An example of such attempts is the regional aspect of 
government, development programmes in France (see Chapter 2). 
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dividual regions. It should be stressed, moreover, that this 
aspect of state activities does not so much assist the market 
mechanism, as aggravates the competition between entrepre- 
neurs fighting for state subsidies, privileges and contracts. 
Analysis of regional programming in the developed capitalist 
countries has allowed Soviet economists to draw the follow- 
ing conclusion concerning these activities of the bourgeois 
state: that even the simplest forms of this type of plan- 
ning arc, under the capitalist conditions, clearly conflicting 
in nature, which comes to the fore in the form of grandiose 
speculation in land and real estate, in the swelling of initial 
cost estimates for the measures taken, in the low efficiency 
of programmes for the planning and development of terri- 
tories. 

The difficulty in solving regional problems by programming 
explains current trends in the development of the instru- 
ments used in drawing up government programmes in this 
sphere. A desire is observed to synthesise traditional methods 
with mathematical economic simulation. Schematically, the 
procedure for elaborating regional programmes can he pre- 
sented in the following way: 

—Stage 1- spatial analysis of the key factors in the econ- 
omy (natural resources, the location of production, popula- 
tion distribution, and so on) and the spatial “distribution” 
of development problems; this stage allows planners to for- 
mulate the goals of regional development, taking into 


account the overall targets of the government programme, 
as well as regional possibilities and problems, for which 
purpose descriptive models of the territory, based on 
matrices of geographical data, are used; 

Stage 2 — the attaching of the development goals to spe- 
cific territorial centres or boundaries; this stage in the work 
is called “regionalisation”; 

—Stage 3 — research according to assessments of the de- 
velopment prospects for individual regions (regional fore- 
casts); such forecasts as a rule constitute a combination ol 
disaggregation of national forecasts and extrapolation of 
trends in certain parameters for a particular region; 

—Stage 4— when the spatial characteristics for interregion- 
al interconnections are defined on the basis of research sub- 
stantiating the location of individual enterprises, taking ac- 
count of their interconnections by clement of costs and re- 
gions of sales market. 
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A broader interpretation of interregional interaction is a 
new idea in programming. Its realisation encounters prob- 
lems of a principal and informational nature. Attempts in 
this direction are a result of the growing interest in proj- 
ects for constructing comprehensive complexes of the in- 
frastructure financed from the budget. Research is also going 
on into local and partial optimisation in the course of re- 
gional studies. Of certain interest in the practical work on 
general optimisation problems, taking account of territorial 
factors, is the model of the partial intersectoral balance with 
characteristics of sectors according to their degree of mobili- 
ty (level of independence on location). 1 

The two different lines of the research into and solution of 
regional development problems (under the socialist and capi- 
talist economic systems, respectively) influence the forma- 
tion of regional planning in the developing countries. 

The location of the productive forces in the developing 
countries. The deep regional imbalances in both the econom- 
ic and the social respect determine the goals of regional 
planning in the developing countries, this becoming an in- 
creasingly important part of overall national planning activi- 
ties. The tasks of the regional policies of these countries 
include, above all, a rise in their backward regions, the 
evening out of economic development levels of regions, con- 
solidation (a deepening of the interconnections between re- 
gions) of the national economy, and regulation of the de- 
velopment of urbanisation and employment in the agrarian 
regions. The fulfilment of these tasks in the developing 
countries is achieved using regional policies based on the in- 
formation provided by regional development programmes. 
These policies rest, as a rule, on the idea of develop- 
ment of the infrastructure and modern industrial, as well 
as agricultural estates. These estates are the development 
spheres that influence all adjacent ones, as well as regions 
with particular interconnections with the estates. The overall 
task of regional policy is thus to seek ways of industrialis- 
ing on the territorial plane. In the regional planning and 
programming practice of the developing countries, use is 
made of the concept of factors of distribution, development 
spheres, the economic region and the industrial (or indus- 

1 Experts estimate that, the difference between (lie developed 
and the undeveloped regions of individual newly-Iree countries 
may be twenty fold. 
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trial-agrarian) estate. Regional planners in these countries 
employ theories and methods borrowed from both the social- 
ist and the capitalist countries. 

The specific methods by which the developing countries 
draw up regional plans and programmes can be described by 
the following more or less typical group of such methods, 
in accordance with the stages in the development of eco- 
nomic programming in general. 

In the initial stage of the establishment of stale program- 
ming, region alisa I iori (regional differentiation) methods of 
overall national programmes were used, i.e., macro-economic 
indicators broken down for individual regions. These ex- 
tremely simple methods were ineffective but essential for the 
very beginning of the work in this sphere. 

The solution of actual problems of industrialisation and 
a number of social problems necessitated the elaboration of 
development programmes for specific regions, and this led to 
the spread of development programming on the regional 
level. As experience and information are accumulated, 
these activities by the planning bodies are increasingly trans- 
formed into the elaboration of regional development pro- 
grammes that include all the new projects being created in 
the region, regardless of the way they are financed, their 
scale and significance. This is still non-compreherisive devel- 
opment programming, but it does indicate a desire to deter- 
mine certain interconnections within and between regions. In 
the developing countries, no real attempts have been made 
to draw up master schemes for the location of productive 
forces. Even so, it should be noted that, in the development 
of regional programming in these countries, they have accu- 
mulated experience in the use of specific methods. These 
include the fairly widespread use of regional statistics and 
other sources of economic information on the regional lev- 
el, the regionalisation of territories, the use of such meth- 
ods as that of exceptions, development potentials, priori- 
ties, cartography, and the locational classification of sectors. 
Mathematical economic models are used extremely rarely, 
not so much because they are complicated, but because of 
the lack of the required statistical base. 

•“»* 

Thus, the determination of the amount of investment, the 
criteria for investment distribution and assessment of its 
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efficiency depend, in the planning and programming of cap- 
ital construction, on the historical conditions of production, 
on the level of economic development of the country and the 
social transformations that have been accomplished. The 
dominant socio-economic relations, the presence or absence of 
exploitative classes, the commercialisation of the national 
economy, the influence exerted by the state on the scale of 
accumulation, all determine the overall possible scale 
of investment for expanding production and the increase in 
the non-productive fixed assets of the country, and the ex- 
pansion of the production base of the dominant form of 
property. 

The methods used in investment programming in the cap- 
italist countries reflect the contradictory nature of cap- 
italism itself and of state programming. The desire to com- 
bine in efficiency estimates both the needs of the whole 
national economy and the interests of entrepreneurs lias pro- 
duced no results. The macro-economic programming instru- 
ments for investment have proved to he alien to the princi- 
ples governing decision-making within the firm. 

In the developing countries, the following factors influence 
the formation of investment planning methods. At a low lev- 
el of development of. productive forces, the problem of the 
correlation between the increase in the size and the sphere 
of investment and the required rise in consumption is ex- 
tremcly acute. In order to lay the basis for a highly indus- 
trialised economy in the form of heavy industry, the power 
industry, transport and other branches of the infrastructure, 
for a long time major investment has to be made for no im- 
mediate return. After a certain period, the returns from the 
capacities created grow and grow, as reflected in the rise in 
labour productivity in all sectors of the economy, in the 
growth of the production of consumer goods, in the increase 
tn the possibilities for improving living and working condi- 
tions, and in the greater exploitation of natural resources. 

The methods for drawing up labour plans in the USSR 
testify to the advantages of all-embracing socialist planning, 
which makes it possible to achieve a high degree of co-or- 
dination and use efficiency of all types of resource. In the 
capitalist countries, the methods of training personnel reflect 
two fundamentally contradictory processes— the need to use 
methods for determining the scale and structure of staff 
training for the country as a whole (and, consequently, the 



221 


solution of overall national problems), and the possibility 
of using exclusively the information reflecting links 
among spontaneous processes. These factors account lor the 
divergence between the possibilities of the education and 
staff training programmes and the requirements for person- 
nel during the development of the economy. 

The planning methods used in this sphere in the develop- 
ing countries are conditioned by the fact that it is impossible 
here to raise the number of qualified personnel for all the 
major spheres of the economy at once. Thus, the need arises 
for both medium- and long-term plans and forecasts of the 
development of the education and personnel training system. 
The inexpediency of only short-term (annual) programmes 
in this field is self-evident for the conditions pertaining in 
the developing countries. The experience of the socialist 
countries indicates that the plans for staff training must he 
detailed and co-ordinated with other sections of the devel- 
opment plan, rather than overall ones (geared to the max- 
imum number of specialists in general), i.e., they must have 
clearly defined targets and, what is no less important, he 
provided with the necessary resources. The limited nature 
of resources predetermines the procedure for attaining the 
socio-economic development targets and, consequently, strict 
observance of the plans for the education and training of 
personnel according to this procedure. 

The methods for planning foreign economic ties, like 
those for planning investment in the development of export- 
oriented sectors, arc a function of the sectors place in the 
economy of the country, as well as of the level of develop- 
ment of the economy itself. If the country has some type of 
resource that is of interest to foreign buyers then, investing 
in the sectors producing these resources, account has to be 
taken of the benefit derived from the international division 
of labour. Such a general approach docs not signify that 
this criterion is applicable in all cases. For countries with 
insufficiently developed productive forces and not possessing 
capacity to produce modern capital goods or other industrial 
items competing with imported material resources, it is usu- 
ally foreign markets that provide the basis for the initial in- 
dustrial development. The share of imported equipment in 
the total sum of gross internal capital investment is 30 to 
40 per cent in such countries, and substantially higher in 
some of them. 
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In the socialist countries, the planning of foreign trade 
constitutes an integral part of the national economic plan, 
both during assessment of the country’s needs met through 
imports of equipment, raw and other materials and consumer 
goods, and while determining the volume and structure 
of exports. An increase in the share of finished output in 
exports confronts planners with the task of further improving 
the substantiation of plans for the development of export 
production in interconnection with all the components and 
sections of the national economic plan. The methods used 
in the USSR lo assess the efficiency of foreign trade cons- 
titute the first step in this direction. 

In the capitalist countries, the programmes for foreign 
trade rely on two unequal elements: the state programme for 
the use of part of the national resources and the extremely 
indeterminate forecasts of the trends in the development of 
the world economy and the world market. In this connec- 
tion, in many instances, planning of foreign economic ties 
involves the use of models containing elements of correlation 
dependency. 

In the developing countries’ practice, the programming ol 
foreign economic ties involves methods based on the cost- 
benefit analysis. In recent years, the development of the 
foreign trade programming methods has been increasingly 
geared to optimising export-oriented investment pro- 
grammes. 

Regional planning and programming methods are deter- 
mined by different approaches to co-ordinating the complex 
sectoral and territorial structure of the economy. In the 
USSR, the national economic approach to the problems in- 
volved in locating productive forces ensures that the tasks 
and criteria for locating them are co-ordinated with the 
tasks of regional development. The evening out of levels of 
development and raising of the social efficiency of production 
are ways of improving the welfare of people throughout the 
country. The instruments used for this purpose in elaborat- 
ing the regional aspect of the plan arc called on to ensure 
the attainment of national economic targets and the more 
efficient use of each region’s resources. Under capitalist 
conditions, the location of production is primarily concerned 
with the maximum benefit for the entrepreneur. At the same 
time, the development of the region as a territorial element 
of the whole national economy cannot proceed only in the 
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direction dictated by the interests of private property hold- 
ers The state tries to make the problems oi regional de- 
velopment less acute by using a whole set of means that do 
not correspond to the criteria and methods decision-making, 
designed generally to further the interests of the entrepre- 
neurs. Thus, the location of production and the development 
of regions take place in a very contradictory lorin. 

The internal social contradictions of the developing coun- 
tries, the dominance of foreign capital, and especially the 
international corporations, exert an influence on the forma- 
tion of regional programmes in the developing count lies. 
Objective conditions are forcing the governments of these 
countries to actively tackle the problems involved m the lo- 
cation of productive forces and the development ol back- 
ward regions. The methods they use in their regional poli- 
cy and planning reflect, however, the actual potential ol 
the countries under their difficult social and economic con- 
ditions. 


Chapter “T 

PLAN FULFILMENT SUPERVISION 
IN THE SOCIALIST COUNTRIES 
AND REGULATION 
OF THE CAPITALIST ECONOMY 




The implementation of plans and programmes is the fo- 
cus at which all the key problems of stale economic pro- 
gramming are concentrated and in which the advantages oi 
socialist planning are clearly visible. While the planning 
and programming process is somewhat autonomous in the 
technical sense, the possibilities for implementing the plans 
and programmes, the methods for fulfilling them, and su- 
pervision over their fulfilment are determined by socio-eco- 
nomic conditions. Even in the initial period of its develop- 
ment, the presence of the state and private sectors in the 
Soviet economy raised the problem of combining centralised 
management with economic regulation. A combination ol 
the regulating functions of the market and administrative 
methods had to be found that would correspond to the na- 
ture of the social changes taking place in the country. I he 
rapid rate of the social changes in a brief period following 
the 1917 October Revolution presupposed a flexible and 
constantly changing combination of economic methods of 
centralised management of the national economy as the 
boundaries of state, co-operative and collective-farm proper- 
ty expanded. . 

‘ The first attempts to use planning methods raised the 
question of finding a suitable way for managing the econo- 
my, for supervising the fulfilment of the development plans. 
From this it becomes clear that the range of problems in- 
volved in implementing plans and programmes was so wide 
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that they could only be considered in the framework of spe- 
cial research, so in this work we are confining ourselves to 
considering only some elements of the instruments and ma- 
chinery for supervising the implementation of development 
plans and programmes. 


v Supervision of Plan Fulfilment 

in the USSR 

The introduction of planning principles into a multistruc- 
tured economy encountered a number of very serious prob- 
lems. Thus, the problem of the planned economy turned out 
to be closely interlinked with that of the budget economy, 
financing, especially prices and the correlation of prices 
which, in turn, are connected with the problems of intro- 
ducing profit-and-loss accounting. 

To solve these problems, at that time the following sys- 
tem of planning and regulation was created. USSR 
Gosplan (Stale Planning Committee) was set up in 1921 
under the Council of Labour and Defence the highest ad- 
ministrative body of the USSR. Paragraph 1 of the Provi- 
sions on Gosplan ran: “Gosplan s purpose is to draw up the 
long-term plan for the national economy on the basis of the 
plan for electrification. Gosplan shall elaborate both the pro- 
duction plan for the state economy and the plan for regu- 
lating the national economy as a whole/’ The State Planning 
Committee relied in its work on the planning commissions 
of the people’s commissariats (sectoral ministries) and re- 
gional planning commissions. 

Under the Supreme Council of National Economy (SCNE) 
were established the Industrial Planning Commission, the 
Planning Commission for State Construction, the Planning 
Commission for Electrification, the Planning Commission for 
Fuel, as well as planning commissions under the People’s 
Commissariat for Finances and the People’s Commissariat 
for Foreign Trade. In addition to Gosplan, under the Coun- 
cil of Labour and Defence there was a Commission for In- 
ternal Trade (later the People’s Commissariat for Internal 
Trade). Within the framework of the SCNE, two special de- 
partments were set up: tho Central Board for Slate Industry 
and the Chief Economic Board (CEB). In the SCNE’s ac- 
tivities, a clear dividing line was drawn between the func- 
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lions of management and regulation. The CEB dealt with 
the regulation of industry, both privately- and state-owned. 
This was carried out by the promulgation of obligatory 
resolutions, general and special supervision over industry 
(for instance, supervision of the mining industry), and the 
elaboration of the general aspects of industrial policy. Over- 
all management was implemented with respect to the la- 
publican supreme councils of national economy and state 
enterprises under their jurisdiction. Moreover, questions of 
regulating the development of the national economy by eco- 
nomic methods were the concern of the banks (their activi- 
ties were co-ordinated by a special committee of banks) , of 
syndicates, raw material societies, export bureaux, commod- 
ity exchanges and associations of them (councils of the con- 
gresses of commercial trade, industry, and so on). 

In a muitistructured economy like that of the Soviet Union 
during the 20s, there was an unprecedented increase in the 
importance of assessment and supervision from the angle of 
the national economic prospects for the entire range of eco- 
nomic affairs— both of the current plan for the state sector 
and of all economic measures. The conditions of the Soviet 
economy in the 20s engendered the world’s first all-embrac- 
ing network of national economic supervision— the system ol 
control figures and the system of market observations. 

The elaboration of the first sectoral annual plans and the 
long-term plan for electrification of the country (the 
GOELRO plan) confronted the economic bodies with the 
task of building up a system of supervision of plan fulfil- 
ment on a country-wide scale. It was clear that the set oi 
indicators for supervision must correspond to the set of plan 
indicators for the country and for individual sectors and re- 
gions. This system had to roly on the indicators of the an- 
nual plan, which was, in effect, a day-to-day one. The 
Commissariat for Finances’ reference figures for the coming 
budget provided the impulse for the emergence of a new 
organisational form of plan supervision on the scale of the 
whole economy. In 1925, the idea arose within Gosplan of 
drawing up annual control figures for the entire national 
economy of the USSR. 

From the angle of the implementation of plans, the only 
way that it could be established, whether the control figures 
were correct or incorrect, was on the basis of regular ob- 
servation and careful study of the current economic situa- 








15 * 


227 




iats over the construction and commissioning of the most 
important projects in each sector. Thus, planning work (con- 
trol figures and sectoral plans) was supplemented by as- 
sessments of the market economic situation. 1 

The results of the supervision of the fulfilment of control 
figures and analysis of the data of economic situation re- 
views furnished the basis for economic decision-making and 
economic operations in the subsequent period. The need to 
test whether the control figures were being fulfilled and to 
regulate the market led to the creation of special bodies 
I hat studied the economic situation by investigating the 
growth of the sectors of the economy and on the basis of 
balance calculations. For this purpose, a Gosplan Economic 
Situation Council was set up with a Bureau at its bead. In 
1924, regional economic situation bodies and later corre- 
sponding sections in many departments were established 
with a common programme of work. 

Considerable attention in the establishment of the pro- 
vincial network was focussed on the choice of candidates 
and their qualifications. By 1924, there were already 55 cen- 
tres of the USSR Gosplan data-feeding planning net- 
work. The telegrams from correspondents, which were pro- 
cessed in a couple of days by the Gosplan section for the 
trading situation and prices, provided some of the most im- 
portant material for determining the monthly and quarterly 
regional economic situation. 

After focussing attention on the dynamics of the nation- 
al economy of the USSR, these bodies observed the econom- 
ic processes according to the dynamic curves of six groups 
of economic situation indicators (the process -was reflected 
in relatively comparable values). The mean monthly state 
of the economy in 1923/24 was taken as the point of depar- 
ture. The analysis covered the key characteristics of the 
economy’s development, including the following groups: 
—the output of large-scale industry (5 indicators); 
—agriculture (1 indicator); 

—freight turnover (1 indicator); 

— the turnover of the Moscow commodity exchange and 
70 provincial exchanges (4 indicators); 


1 Reviews of the economic situation were made overy month 
and for each quarter of the economic year. 
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—exports and imports (2 indicators); 

— the movement of the mass of money, credits, depos- 
its, current accounts and price indices (6 indicators). 

Three units of measurement were employed: prewar 
prices, the commodity rouble and the golden rouble. 

The question of how the economic situation data were 
assessed deserves particular attention. The relevant bodies 
of Gosplan had not only to describe the state of the econ- 
omy, but also give a correct explanation of it, since in- 
formation on tlio economic situation was useless for the 
planning bodies unless it was assessed. At the same time, 
the assessment had to include a forecast, recommenda- 
tions and guidelines for specific measures. Such an under- 
standing of the essence of assessments virtually coincides 
with today’s understanding of the decision-making pro- 
cesses. 

As the Soviet economy was restored and the country 
entered a new 7 period in its development — that of the 
structural shifts connected with industrialisation and co- 
operation of agriculture— it became increasingly obvious 
that the existing organisational forms of supervision and 
methods of accounting with respect to the economic sit- 
uation did not suit the new planning tasks. As early as 
1930, the Congress of Planners of the Russian Federation 
stated that, in connection with the new tasks, analysis of 
the economic situation was required on the following 
planes: plan fulfilment; the territorial distribution of eco- 
nomic and cultural processes; assessment of the efficiency 
of technical modernisation in various economic sectors; as- 
sessment of the efficiency of new organisational measures 
taken by the Soviet authorities to speed up and consoli- 
date socialist construction; socio-economic structural shifts. 

in accordance with all this, the typo of economic situa- 
tion characteristics had to be changed: assessments of the 
economic situation had to lean towards a vigorous reac- 
tion to the interests, needs and demands of the govern- 
ment bodies; the phenomena and processes had to be ana- 
lysed and criticised in comparison with the plan targets; 
economic situation analysis had to lead to practical flexi- 
ble planning measures geared to weakening and eliminat- 
ing the negative phenomena and processes in the economy 
and cultural development or to a further development of 
pew 7 positive trends. 
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The new tasks required a restructuring of the very foun- 
dations of the network of economic situation accounting, 
but the need for this had arisen even earlier, when the 
first national economic guidelines— control figures were 
elaborated. At the end of 1926. representatives of USSR 
Gosplan and the Central Statistical Board (CSB) ou!lined 
a number of measures for improving state statistics. A 
draft resolution of the Council of Labour and Defence 
was drawn up envisaging the establishment of a division 
of labour between the Central Statistical Board and Cos- 
plan, according to which the former would be responsible 
for economic situation appraisal and statistical data 
collection, while Gosplan would carry out the overall eco- 
nomic assessment of the indicators. 

The accelerated industrialisation of the economy neces- 
sitated, however, a radical solution to the problem of the 
information needed for assessing the course of plan tol- 
filment. In 1930, the CSB was reformed into the Central 
Board for National Economic Accounting of USSR Co. 
plan and thus, for a certain period, was fully geared to 
work on accounting and assessing plan fulfilment. As a re- 
sult, the range of indicators covered increased and their 

qualitative composition changed. . , . „ ,v 

Up to the 30s, indirect supervision predominated, togeth- 
er with economic management methods and systems of 
economic observations, whereas from the beginning o r 
first five-year plan period the increased complexity oi the 
tasks undertaken by planning, the large construction prog- 
ramme, and the shortage of resources accounted for the 
transition to direct methods of supervision. 1 hus, tor ex 
ample by a government resolution on the balance lor fer- 
rous metals for 1929/30, the SCNE was empowered to ex- 
ercise “strict control” over the supply of metals to con- 
sumers. The Stal (Steel) production association could trace 
stocks of metals held by consumers, and not only 
suspend current supply of metals to those which held 
excess stocks, but also take back any surplus and re- 
distribute it among other consumers. Moreover, the blal 
association could take metal from some consumers even if 
their stocks were not above the norm, if this proved nec- 
essary to stave off a breakdown in production and con- 
struction. All these factors led to the introduction or 
rnore detailed accounting systems -monthly and quarterly 
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accounts, daily reports from the “industrialisation front” 
(the daily production of metals, extraction of coal, oil, baa- 
ing of railway cargoes, and so on). These elements of 
supervision in the Soviet multistructured economy wore 
supplemented by departmental and special supervision 

bodies. ^ 

Under the specific conditions of the 20s, however, the 
formation of a system of supervision of plan fulfilment 
could not proceed entirely from the requirements of the 
planned system of management as such. In the ^0s, the 
world’s first ramified system of workers’ and peasants 
inspection was set up in the USSR, its main task being 
the theoretical and practical study of management the 
implementation of the necessary measures for realising 
management techniques, verification of the activities oi all 
state "and public establishments and enterprises, fulfilment 
of individual special tasks and commissions from higher 
bodies, as well as supervision and observation of the 
planned implementation of the resolutions and decisions of 

these bodies. . . 

The state supervision bodies set up after the Revolution 
were transformed in 1922-23 from inspection bodies carry- 
ing out periodical studies into a single one responsible lor 
the systematic and regular investigation of the command- 
ing and key points in economic construction and state man- 
agement. . . 

One of the most remarkable features of the socialist re- 
structuring of the Soviet economy in the 20s and 30s was 
the increase in the initiative shown by the working peo- 
ple and the trade unions. This was originally manifested 
in modest proposals on individual aspects of the enterprise s 
production activities, but later grew into higher forms 
of socialist emulation, from shock work to the setting of 
targets even higher than those contained in the produc- 
tion plan. These new target figures compelled the plan- 
ning and management bodies to change the control figures 
an d° rearrange the production plans to provide for an in- 
crease in output, a greater reduction in production costs, 
and so on. The Council of People’s Commissars of the UbbR 
adopted a special resolution in 1929 obliging state and eco- 
nomic bodies to rapidly implement all of the workers 
proposals taken up by the administration. On agreement 
with the trade unions, these proposals were divided into 
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proposals Tor immediate implementation and ones that 
had to be taken into account in the production and finan- 
cial plan (with the implementation date indicated). 

In enterprises, shop-floor production conferences of work- 
ers supervised the fulfilment of the production tasks m 
ouch section and of tlio prodnct.on plan by tho 
workshop and the enterprise as a whole, and discussed the 
results every month and quarter. These conferences were- 
empowered to set up temporary supervisory brigades to 
supervise tho fulfilment of the workers proposals and 
could raise the question of bringing people guilty of not- 
fulfilling the adopted proposals to account. 

The present nature of plan fulfilment supervision m the 
USSR is increasingly conditioned by the use of economic 
incentives to economic development. The current, system 
envisages that the indicators for plan fulfilment increasing- 
ly become the criterion for income distribution and play 
the role of incentives to plan fulfilment, this being in the 
interests of both the state and the enterprise itself 

On the enterprise level, the key tasks of the planning 
and management bodies are an overall growth or produc- 
tion and the sale of output, the renewal and expansion of 
production and improvement in the quality of goods and 
services; a rise in the efficiency of production on the basis 
of lower costs; an improvement in the use of produc 
live assets and a rise in labour productivity; rational use 
of financial resources and mobilisation ot production 

The fulfilment and overfulfilment of the new targets 
provides the basis for leaving a sum, growing m absolute 
terms, in the hands of the enterpr.se to pay the 'vorkeK 
wages, for housing and cultural development of the enter- 
prise's work force, and for improving working conditions m 
the enterprise. Thus the plan indicators and plan lullil- 
ment assessments arc interlinked. . 

The flexible correlation of centralised management a 
local initiative now makes it possible to supervise the de- 
velopment of such a dynamic system as the Soviet econo- 
my Prices, credit, and economic efficiency indicators act 
as signals as to how the entire national economy must re. 
act to information on plan fulfilment, what has to be 
done to bring the economic system into equilibrium. 
The three-channelled supervision system that now exists 
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corresponds exactly to such an understanding of the es- 
sence of plan fulfilment supervision. 

Supervision of plan fulfilment from production and mar- 
keting to consumption envisages both supervision of the 
financial and value aspects of plan fulfilment, carried out 
by the financial and banking system, and supervision or 
the physical aspect of the plan, carried out by the sector- 
al departments and the state statistics system. This sec- 
ond aspect is the responsibility of two state services be- 
cause. first, the plan has both a sectoral and a territoria 
aspect, the latter being beyond the control of sectoral de- 
partments, and, second, the central government establish- 
ments (the USSR Council of Ministers, Gosplans of the 
USSR and of the Union republics) must have information 
services that arc independent of the sectoral departments 
and are subordinate to the government. Moreover, a rapid- 
ly operating information system is required for data com- 
ing from enterprises to bodies that can take urgent mea- 
sures to ensure that tho enterprise fulfils its plan. Such a 
system can only operate efficiently within the framework 
of sectoral management. These factors also determine the 
three channels through which information on plan fulfil- 
ment is received: stale statistics, departmental supervision 
and planning bodies. 

As in elaborating the plan, the system of accounting in- 
formation concerning plan fulfilment takes the form of a 
pyramid, the base of which consists of indicators of tho 
work of economic associations, trusts, chief administrations 
and other middle-level managing bodies; then come indi- 
cators for sectors, in the form of indicators of the activities 
of ministries and departments of Union and republican sig- 
nificance. This information can be presented either in a gen- 
eralised sectoral form, as intersectoral balances for compre- 
hensive sectors of the economy, or for the entire economy 
as tables of intersectoral ties. At the summit of the infor- 
mation pyramid on the development of the economy and 
plan fulfilment is the accounting balance of the national 

economy. . , 

The unity of the systems of plan and accounting mlor- 
mation does not mean that they are identical. Accounting 
information is provided in a more detailed form, as required 
[or substantiation of the plan itself and for detailed anal- 
ysis of the reasons for its under- or over-fulfilment. Thus, 
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for example, the annual plan for the production of com- 
modities is determined for more than 50 industries, while 
l he analogous accounting data cover over 200. About 
4.0,000 material balances of products are drawn up in a 
centralised way, whereas annual accounts cover in practi- 
ce almost all types of production in physical terms. At 
the same time, an expansion of the limits of the enter- 
prise’s independence results in some of the indicators, 
planned on the enterprise level, becoming no more than ac- 
counting ones, though even these indicators are included in 
the system of accounts. The introduction of modern com- 
puter technology into planning and management, and the 
use, in particular, of optimal planning methods presup- 
pose several approaches to the formulation of the problem 
of plan fulfilment verification. The first is an automated 
system of information and verification. The second involves 
attempts to create contemporary generalised national eco- 
nomic indicators and balance schemes. 

The all-embracing character of the economic informa- 
tion required for planning and supervision purposes leads, 
as the economy develops, to an increasing complexity of 
the organisation of the information services, longer periods 
for elaborating substantiated assessments and recommen- 
dations in the course of plan fulfilment, and difficulties in 
seeking the best variants of economic decisions. These dif- 
ficulties are due to the economic information, its processing 
and analysis having developed previously on the ba- 
sis of the simplest accounting system. This is why, in re- 
cent years, a considerable amount of work has been done 
in the USSR on building an automated system of economic 
information and verification of plan fulfilment, as an ele- 
ment in improving economic management. 

The technical basis of such a system is becoming the 
state network of computer centres, which will collect, store, 
process and transmit economic information through a 
single automated system of communications. The creation 
of such a system not only mechanises the actual collection 
and processing of economic information; it also provides 
for better planning and management as a result of the in- 
troduction of methods for optimising planning and day-to- 
day decision-making. 




The Instruments for Attaining the Goals 
of Capitalist Programming 

The nature of indicative planning in the capitalist states 
predetermines real difficulties for the government eco- 
nomic services in supervising the course of development 
programme fulfilment. The fact that the state plans and 
programmes are not obligatory for the entire private sec- 
tor explains the lack of success in creating any genera 
economic system of supervision fundamentally different 
from the usual statistical information gathered by the state 
economic bodies. Even so, it should be noted that the 
transition to programming has led to an expansion of the 
statistical information and the formation of a set ol mea- 
sures for gearing the economy towards the attainment 
of the set goals. This has made it possible to pick out a 
number of economic parameters attracting special atten- 
tion on the part, of the state economic apparatus. 

The overall assessment of the statistical information tor 
programming purposes has already been considered. The 
most noteworthy thing involved is an attempt to col- 
lect systematised economic data not only on the tman 
cial results of business activities, but also on the move- 
ment of real resources- output, the increment in capac- 
ity intersectoral flows, the Interconnections between var- 
ious social sectors of the economy on both the financial 

and physical planes. . _ 

Major changes in statistical information resulting from 
the demand of programming come down to the develop- 
ment of a system of national accounts and the prepara- 
tion of accounting input-output tables. There is a _ trend 
towards integration of these two information flows into a 
mutually connected system. The distinguishing feature of 
this trend in the development of economic, statistics con- 
sists in the fact that it provides a fairly detailed picture of 
the dynamics of production and the interaction of its var- 
ious elements. This is naturally a step forward compared 
with the so-called fiscal statistics intended to supply the 
government bodies with information on incomes for the 
purpose of diverting part of them into the state budget. 

The development of statistical economic information is 
only an essential element in the formation of the ma- 
chinery for state intervention in the economy. The bour- 



gcois state attempts to bring together various instruments 
of state influence into a single system of measures and in- 
stitutions for goal-oriented (perspective) regulation. The 
search for a combination of economic, social and political 
measures, designed to operate over various periods of time, 
has become one element of programming used by the 
capitalist states in pursuit of their declared goals and prog- 
rammes. Their purposeful use gives state-monopoly reg- 
ulation new features: it is now constant in nature and 
tries to embrace all economic development. The tradition- 
al means are supplemented by new ones applied with re- 
spect to individual programmes. 

The complex of instruments of regulation in the capi- 
talist countries includes a whole series of methods of di- 
rect and indirect influence on the economy. An example 
of such a system of key methods is a list of the state meas- 
ures used by the British Government in its economic pol- 
icy under the National Plan for 1965-70. 

The state measures for regulating economic develop- 
ment that were used to implement the British programme 
can be divided into two groups: those for direct and those 
for indirect influence. The first group covers instruments 
designed to regulate the use of public property and re- 
sources. It includes supervision over the financial operations 
of government enterprises, their structure and economic 
expediency, the setting of prices and tariffs, production 
tasks for the enterprises of the public sector. Direct con- 
trol is exercised over government investment in expanding 
the fixed capital of state enterprises, in housing and road 
construction, investment in developing the sphere of edu- 
cation and the health service. Also among this group of 
measures are various types of state purchase (military and 
other orders), and various types of paymont (above all 
for social insurance). British economists also include cer- 
tain types of supervision among the direct influence meas- 
ures: currency control, the restricted export of capital, 
control over wages, prices and dividends, consumer cred- 
it, the issue of paper money, licences for the construction 
and location of enterprises, the purchase of blocks of shares 
or whole enterprises. Finally, R and D carried out in go- 
vernment research centres also falls into the group of 


spheres coming under direct influence. 

The second group of measures includes state regulation 
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instruments that do not have a direct effect with respect 
to fulfilling the tasks of the state programme. Yet, in the 
opinion of bourgeois economists, they are geared to encour- 
aging entrepreneurs to act in accordance with government 
guidelines or to creating generally favourable conditions 
for improving the business situation. Such indirect meas- 
ures include various instruments of credit policy: adjust- 
ments in the bank rate, state credit for developing forward 
industries, the concentration and centralisation of capi- 
tal, rationalisation of backward industries, insurance of 
export operations. There are also different types of bud- 
get subsidy for expanding forward industries, carrying out 
R and D, developing agriculture, backward industries and 
regions, and training management staff. Other indirect 
measures are direct and indiroct taxes and import restric- 
tions, the activities of government establishments in im- 
proving the efficiency of private production through stan- 
dardisation, rationalisation, recommendations on introduc- 
ing scientific and technological achievements and retrain- 
ing workers in government vocational training centres. 

This is not, of course, a universal list of measures. Each 
country applies its own specific set of measures but, even 
so, a general pattern can be established. The main ques- 
tion clarified during the selection of measures is the cor- 
relation between the direct and indirect ones for state in- 
tervention and between coercive and incentive measures. 
In countries with a high level of industrial development 
and considerable programming experience (France, Italy, 
Japan, and Britain), the main accent is made not on coer- 
cive methods of intervention, but on economic levers and 
incentives. At a medium and low level of economic de- 
velopment and in the initial stages of state programming 
there is a tendency to apply stricter methods, the main 
role being played by those connected with raising the 
growth rate of production during the upswing in the cap- 
italist cycle. “Stricter" state regulation is primarily charac- 
teristic of transitional periods. As soon as the extraor- 
dinary situation disappears, the strict regulation measures 
(state control of prices and wages, state capital invest- 
ment, the establishment of programmes for sectoral pro- 
duction, and so on) are replaced by more flexible forms 
of indirect intervention. Since the ne-w spheres of state 
management are expanding (such as the military, envi- 
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fonmental protection, the creation of branches of the in- 
frastructure, education, and the health service), the role 
of administrative methods may grow in the future, ine 
practical introduction of the specific programme approach, 
a component of which is the close interconnection between 
the programme goals and the means for attaining them, 
can also promote the use of such methods. The compila- 
tion of long-term estimates of budget expenditures within 

the planiiing-programmiiig-budgeting system for the pur- 
pose of attaining specific goals of state overall naliona 
programmes is one attempt to provide for this intercon- 
nection. It is geared to utilising systems analysis lor 1 m 
proving the efficiency of state policy and government de- 
cision-making on the various levels, in accordance with 
the given political lines. As a result, the budget must he 
drawn up and implemented not by administrative catego- 
ry (such as the financial plans of individual ministries) 
and not by category of expenditure (the functional 
plan”), but be oriented on the final result. 

The so-called structural policy must also he picked out 
among the measures providing for the development pro- 
grammes. In many capitalist countries, economic program- 
ming theoreticians claim that the "structural etiecl , to- 
gether with technological progress, is becoming an inde- 
pendent factor behind economic development, for the sci- 
entific and technological revolution dictates the need not 
only for an expansion of the production base of capitalism, 
but also a radical remaking of its economic structure. 
In the opinion of Western economists, satisfactory eco- 
nomic and political development in the future will only be 
possible, given an increase in the mobility of factors ot 
production. For these to be used with maximum efficien- 
cy they believe that the competition mechanism must be 
supplemented by an active structural policy. For this pur- 
pose, they propose a complex of measures for relocating 
productive forces, improving the agrarian structure stall 
training, regional and sectoral regulation of investment, 
as well as measures in the sphere of urban construction 

and the infrastructure. . . , 

The nature of the approach to implementing structural 
policy can be seen from the example of programming m 
the countries of Western Europe. The Principles of Struc- 
tural Policy drawn up in the Federal Republic ot Germa- 
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ny in early 1969 presuppose a co-ordination of the mam, 
previously isolated measures for rationalising the econom- 
ic structure. The annual “structural report” of the Feder- 
al Government, together with the list of measures of 
structural policy for the past year, also contains a prog- 
ramme of action for the coming three to five years. The 
FRG’s structural policy includes a sectoral one promoting 
structural changes in the various sectors, a regional and 
structural policy with respect to individual firms and en- 
terprises in order to speed up the concentration and cen- 
tralisation of industry. 

On the whole, the capitalist countries stress not the 
creation of a control machinery for the realisation of de- 
velopment programmes, hut the elaboration of measures 
of economic policy, the development of a machinery for 
long-term regulation on the macro-economic level, whate- 
ver specific form it may take. This machinery includes 
investment and centralised government influence on the la- 
bour market, stimulation of scientific and technological 
progress and regulation of regional development. From the 
entire system of influence exerted by the bourgeois state, 
the so-called “comprehensive specific purpose programmes” 
should be mentioned in particular. The implementation of 
such support programmes (the development of science, 
space research, environmental protection, the fuel and 
energy sphere, the location of productive forces, and so on) 
is conditioned by the expansion of the scope of capitalist 
programming. This sphere deserves special study because 
of the growth of comprehensive planning in the USSR. 

Even in those measures that, in form, can be called 
“overall national” (regional policy, the programme for 
the training and upgrading of personnel, stimulation of 
scientific and technological progress, and so on) their anti- 
popular essence is revealed. By furthering the improve- 
ment in the production base and in the educational lev- 
el of manpower, these measures ultimately serve the in- 
terests of the monopolies and are geared to consolidating 
the capitalist system. 

Since it is designed for this purpose, state stimulation 
exerts an influence on the economic and social life of the 
capitalist countries. Economic growth during the upswing 
period is, indeed, speeded up by stale programming. During 
such phases of the cycle, in countries with a developed 
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programming system, the indicators of the government 
programmes draw closer to the actual growth indicators. 
The goals of the first French national plan were only 49 
per cent realised, the GDP growth envisaged by the third 
plan was attained in full, and the annual growth outlined 
in the fourth coincided with the actual one. The next plan, 
the fifth, was nearly fulfilled. This apparent efficiency of 
programming is explained, however, only by the fact that 
it served the interests of monopoly capital. The growth of 
the economy above all provided an opportunity for increas- 
ing private investment, while the government policy was 
oriented on encouraging monopoly investment and exports 
at the expense of domestic consumption by the broad pop- 
ulation. From 1905 to 1972 in France, the share of the 
incomes of wage workers in the national income fell from 
02.2 to 01.2 per cent, while the number of wage worker 
families grew from 54.3 to 58.8 per cent. 

The expansion in the scale of capital and the limits to 
the exploitation of the working people has come up 
against the constant antagonist of capitalist growth — the 
drop in consumption. In the initial phase of the cycle, cap- 
italist programming is called on to justify the idea of 
“zero growth” and a further drop in the working people’s 
share in the national income. Not by chance did the au- 
thors of the sixth French national plan and its political 
supporters declare that, during a crisis, there should be 
not a 6.5 per cent annual industrial growth, but develop- 
ment “without growth”, that national sovereignty should 
be restricted, the influence of the international monopolies 
increased and the standard of living of the working peo- 
ple reduced. Instead of an increase in the volume of in- 
dustrial production, in 1975 there was an 8.9 per cent 
drop. Under these conditions, the state switches its in- 
comes policy instruments into top gear, as a means for im- 
plementing the long-term strategy of the bourgeoisie, and 
as a way of disguising the anti-popular goals of program- 
ming. The idea of this policy is to introduce a centralised 
state system of control over the movement of wages, to 
use a drop in the working people’s real incomes to get out 
of the crisis. In two years (1974-75), the cost of living in 
France rose by 27 per cent. Not without reason do bour- 
geois economists declare that incomes policy is potential- 
ly effective and worth developing. 
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Analysis of the development of state capitalist program- 
ming shows that attempts to apply elements of overall na- 
tional management of the development processes come up 
against the insurmountable barriers of private property. 
Production relations of capitalism force stato programming 
into the procrustean bed of private enterprise interests. 
The content and methods of programming in general are 
subordinated to the interests of the monopolies and serve 
as a means for mobilising national resources for a further 
expansion of monopoly capital. 

Attempts to use state-monopoly regulation to smooth 
over the impact of the capitalist reproduction cycle, to in- 
crease the economic growth rate in individual periods, and 
to improve the efficiency of production, do not rid capi- 
talism of the crisis, inflation, idle productive capacity and 
unemployment. In 1975, the gross national product of the 
developed capitalist countries combined fell by 4.3 per 
cent, while inflation was on the increase. In the same year, 
the army of completely unemployed topped the 16 mil- 
lion mark. The volume of industrial production dropped 
in Japan by 10.4 per cent, in Italy by 9.2 per cent, in the 
FUG by 6.2 per cent, and for the capitalist countries com- 
bined by 11.6 per cent. The entire capitalist world found 
itself, as a result of the crisis, thrown back to the 1971- 
72 level. In spite of the revival of business activity in 
1976-77, the scale of unemployment in the ten most de- 
veloped capitalist countries has remained virtually the same 
for the entire period, at over 13 million people. 

Capitalist reality testifies to the impossibility for state- 
monopoly capitalism to realise a planned, balanced econ- 
omy and attain an equilibrium on the national scale, 
and thus at least partially stabilise economic develop- 
ment. 

The Organisation 

of Economic Programme Fulfilment 
in the Newly-Frec Countries 


The main aspects of the implementation of the develop- 
ing countries plans and programmes can be divided into 
two groups of problems. First, there are the socio-econom- 
ic conditions determining the possibility, in principle, of 
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implementing the plans. Second, there are the problems 
of the practical implementation of programmes under the 
specific conditions of the underdeveloped economy of a for- 
mer colony. The first group of problems is sufficiently 
widely discussed and can be reduced to some general prin- 
ciples. The UN Committee for Development Planning not- 
ed in the report at its third session that partially the de- 
velopment strategy is not co-ordinated with the existing 
economic and social conditions. In other words, the newly- 
free countries’ desire to develop more rapidly docs not 
comply with the nature and depth of the socio-economic 
measures carried out by them. 

In the opinion of the 3rd conference of Asian planners, 
the success of planning depends primarily on the success- 
ful implementation of agricultural plans, since from 50 to 
90 per cent of the national product is produced in the ag- 
ricultural sphere. Today, however, in spite of the reforms 
adopted and carried out by many newly-free countries, the 
existing agrarian relations in them still do not create pre- 
conditions for the successful implementation of develop- 
ment plans. In the agricultures of the Asian, North Afri- 
can, Middle Eastern, and Latin American countries, semi- 
feudal survivals are still strong, which not only hold back 
the development of productive forces, but in practice also 
act as a barrier to stale control. 

In the majority of newly-free countries, the public sec- 
tor, as the material base for planning, accounts for an in- 
significant share in the economy. Although the public sec- 
tor acts as the basis for the development of overall na- 
tional planning, it is only an island in the sea of private 
capitalist, petty-commodity and semi-subsistence econo- 
mies. Only state regulation measures of no great significan- 
ce in the overall management of the economy are applied to 
the private sector. It must be remomhered, too, that there 
is a considerable uncontrollable part of the economy — for- 
eign capital, which still occupies very strong and, in some 
countries or sectors, dominating positions. These are 
no more than some of the socio-economic conditions un- 
der which the plan is implemented, but they are the main 
ones. 

Although the developing countries differ in area, level of 
development, economic structure, and so on, one can identi- 
fy more or less common factors holding hack the realisation 
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of economic programmes and concentrate attention on the 
questions arbitrarily called the ‘‘mechanism for plan ful- 
lilmenl '. Some bourgeois economists consider that under- 
fulfilment ol the plans is mostly explained by had plan- 
ning. Others call for a decisive improvement in plan ful- 
filment. The experts of llie UjN Economic Commission 
for Africa noted in the early 60s that economic planning 
in Africa was not satisfactorily implemented in even the 
most rudimentary form. Initially, the UN Economic Com- 
mission for Asia and the Far East considered that, al- 
though most Asian countries drew up plans carefully 
enough for them to he realistic and co-ordinated, they were 
implemented only partially, slowly and in many cases in- 
efficiently. 

This is a result of the still widespread opinion among 
the planners of the developing countries that the stages 
in the compilation and implementation of the plan are 
isolated and independent of one another. This often re- 
sults in the planners not focussing enough on the choice 
of measures required to ensure fulfilment of the set tasks, 
and explains vvliy most plans contain more or less de- 
tailed information on what needs to he done, but are very 
sketchy on such problems as how to do this and who 
should do it. Take, for example, the National Economic 
Commission of Nigeria, which began to develop the entire 
set of measures for fulfilling the 1962-68 plan after the 
programme had been adopted. The same applies to the In- 
dian five-year plans where, according to the eminent In- 
dian economist D. R. Gadgil, the most obvious defect is 
the almost complete lack of any techniques for fulfilling 
them. In other words, plans, like other official docu- 
ments, do not set out any economic or financial policy or 
administrative and organisational measures for fulfilling 
them; often there are not even any guidelines on co- 
ordinating the development of private enterprise, changes 
in financing, credit policy, etc. The weak organisational 
and co-ordination aspect of planning, as one of the main 
reasons for non-fulfilment of plans, tells on the entire plan- 
ning process. 

Researchers from the socialist countries have often point- 
ed to the unrealistic nature of the plans as one of the 
reasons for their not being fulfilled. This manifests itself 
right in the initial planning stages. Sometimes insuffi- 
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cicntiy justified provisions are adopted that all investment 
projects must be completed on time and all available re- 
sources used efficiently. This leads to the establishment of 
unrealistic rates for the utilisation of raw and other ma- 
terials, energy, and so on, and to an exaggeration of the 
expected volume of productive capacity. 

An underestimation of the initial investment expendi- 
ture also leads to the elaboration of unrealistic plans. The 
rates for these outlays are understated to convince the 
central bodies of the need for and economic profitability of 
individual projects. Once the central planning body has 
approved such projects, the initial estimates are reviewed 
and considerably raised by the compilers, in such cases, 
the plan cannot be realised since there is no internal equi- 
librium between its key characteristics. 

An assessment of whether the plan is realistic obvious- 
ly consists in determining the amount of risk involved in 
its fulfilment, which can be reduced if reserves are pro- 
vided for, especially in sectors and branches where the de- 
gree of indeterminacy is high. Reserves of such resources 
as fuel, limited raw materials and, of course, currency, 

are of major significance. , 

Given the multiparty systems in the majority ol devel- 
oping countries, the co-ordination of administrative activ- 
ities often assumes a clearly political hue. Compilation of 
the plan is conditioned by the political line elaborated tor 
a particular period hut, in practice, divergences from the 
previously proposed platform are frequent. 

It should be noted that the existing forms for co-ordi- 
nating planning activities are characterised by the com- 
plexity of the administrative procedure, which is one ol 
the reasons for non-fulfilment of the plan. 

Thus, so far there is no organic interconnection between 
the elaboration of plan targets and the measures for 
implementing them. This testifies to the lack ol a com- 
plex of administrative and organisational measures as an 
efficient means for speeding up economic development. 

It should also be noted that the majority of plans and 
programmes are compiled by the central planning bodies, 
whose associates are not always able to assess the regulat- 
ing impact of all the economic levers and administrative 
measures on the process of plan task fulfilment. In a num- 
ber of developing countries, a paradoxical situation olten 
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arises in which the measures taken in the tax, price f ( "- 
mat ion and credit policy spheres hinder rather than fur- 
ther attainment of the planned results. 

Thus, it is very urgent for the newly-frce countries to- 
day to ensure that the economic levers chosen for imple- 
menting the development programmes are compatible and 
co-ordinated. This means that their direct impact on the 
course of economic development must be cumulative, not 
contradictory. 

The transition to the principles of planned economic 
management requires a restructuring of the work of many 
links in the administrative apparatus. The tasks of im- 
proving this apparatus and raising its efficiency must be 
an essential and integral part of the economic planning 
process. At the present time, the administrative machine- 
ry in most developing countries does not correspond to 
what is required for exercising a planning influence. The 
administrative structure set up during the times of colo- 
nial dependence was geared, in the main, to a range of 
commitments connected with juridical and legal matters. 
The government bodies were thus unable to immediately 
resolve the problems arising from the new conditions when 
attempts were made to plan the management of economic 
and social development. In such a situation, there has to 
be a constant searcli for the most efficient ways of modern- 
ising the administrative apparatus, and the rights and 
duties of its various subdivisions must he precisely defined 
with respect to the new tasks. In this, the administrative 
apparatus directly concerned with the process of eco- 
nomic development should not he considered in isolation. 
It is an essential and integral part of the overall state ad- 
ministration system. 

The formation of a central administrative apparatus 
does not, however, exhaust the problems involved in organ- 
isational transformations. The achievement of the opti- 
mal division of functions between the central planning 
body and regional planning establishments is considered 
by the economists of the developing countries as one of 
the key organisational problems in the improvement of 
planning. In general, the proposals are that the regional 
plans be implemented by the central planning organisa- 
tion within the framework of the national plan. This cre- 
ates an opportunity for further specification of regional 
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programmes by local planning bodies that are better ac- 
cruainted with local conditions and production resources. 
As a consequence, the regional programmes are adjusted 
by the central planning bodies and implemented by local 
ones. In this case, the central bodies offer advice to the 
latter. The developing countries’ planners believe that max- 
imum centralisation of planning does not give positive 
results, since contacts with regional establishments are 
then made more difficult and artificially restricted. It is 
only justified in an emergency, when regional planning 
bodies are just being set up. 

All this testifies that, without consistent socio-economic 
transformation, no successful implementation of plans can 
be expected and, consequently, neither can economic back- 
wardness be overcome and economic development take place 
without crises. The conditions providing the social ba- 
sis for the organisation of plan and programme fulfilment 
are a result of the correlation of class forces, the trends 
and forms of the class struggle in each individual devel- 
oping country at specific stages in its development. 

The social conditions under which the plans are imple- 
mented. the scale of the public sector and the state’s ac- 
cess to sufficient material and financial resources for exer- 
cising overall planned management are, undoubtedly, of 
major significance. At the same time, there are problems 
the successful solution of which furthers the fulfilment of 
programmes even at the given level of socio-economic de- 
velopment in each country that is selling out on indepen- 
dent development. 

* * * 

The choice of one system of measures or another for en- 
suring the realisation of development plans and pro- 
grammes in the socialist, capitalist and developing countries 
is determined by a whole complex of factors— differences in 
social structure, the forms of property, the nature of plan- 
ning arid programming, the tasks of the plans and pro- 
grammes. Characteristic of socialism is the development 
of a system of control and stimulation of plan fulfilment 
geared to seeking oul the best combination of the interests 
of society and individual work collectives. This system is 
developing and improving, but the overall tasks remain 
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unchanged— to find methods for realising plans that ensure 
the consistent development of the economy in order to 
satisfy the needs of the national economy as a whole, en- 
terprises and each individual member of socialist society. 

The formation of a system of measures for the realisa- 
tion of state programmes in the developed capitalist coun- 
tries is tending towards various combinations of instru- 
ments for direct and indirect state intervention in the econ- 
omy, with the indirect measures predominating. For the 
realisation of programmes, the state tries to “purchase" 
the co-operation of firms in such programmes, using main- 
ly incentives for this purpose. Thus, the system of meas- 
ures for encouraging the private sector is becoming an 
instrument by which the monopolies redistribute state re- 
sources in their own interests. 

In the newly-frce countries, the formation of a machin- 
ery for the implementation of development programmes 
is complicated by a number of factors, especially the pres- 
ence of backward forms of social organisation of society, 
the underdeveloped state of modern forms of management, 
arid the acute shortage of qualified personnel. A major role 
is also played by the lack of co-ordination between the 
process of plan elaboration and plan implementation. 



CONCLUSION 


In summing up our research it should bo stressed that, 
under modern conditions of social and economic world de- 
velopment, there is a need for more profound scientific 
analysis of balanced and planned development. This is 
engendered both by the further development of the plan- 
ning of the prospects for socialist society and the attempts 
of the capitalist countries to apply a set of programming 
instruments to cure the ills of the bourgeois system. This 
need is felt particularly acutely when considering the prob- 
lems of state planning and programming in the develop- 
ing countries, where the choice of a future course of de- 
velopment is in some way connected with attempts to ap- 
ply specific methods of state intervention in the economy. 

Theoretical and methodological analysis of the set of 
questions involved iri the use of planning instruments un- 
der various social conditions shows that one of the main 
directions in critical comparative analysis is the study of 
the methods used to draw up economic development plans 
and programmes. Analysis of the planning and program- 
ming methodology is inseparable from ascertainment of the 
fundamental differences in the content and goals of nation- 
al economic planning in socialist countries and state pro- 
gramming in the capitalist countries. This interrelation- 
ship allows the conclusion to be drawn that no special, 
third form of planning activity by the stale is possible 
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in the developing countries and the evolution to he traced 
of the initial forms of “planning” in such countries either 
in the direction of socialist planning or that of capitalist 
programming. 

At the same time, a comparison of the content of the 
state’s activities in the planning and programming sphere 
under different social conditions shows that the concept 
of the planned, balanced economy requires further devel- 
opment, one way being to analyse it as the general form 
of development of the socialist economy. 

In describing the differences between the methods used 
to elaborate national economic plans for the socialist econ- 
omy and the national programmes in the capitalist coun- 
tries, mention must also be made of certain common featu- 
res of a formal nature in the procedure for planning and pro- 
gramming on the macro-economic level, while noting the 
fundamental differences in the methodological principles. 
In addition to the differences in the theoretical and method- 
ological aspects, there are also other differences resulting 
from the goals of socialist planning and capitalist pro- 
gramming. The latter uses a restricted set of instruments 
within the bounds of the limited state- controlled resources 
to assist the market mechanism. The result is a develop- 
ment. of methods for elaborating programmes with ele- 
ments of functional interrelationships between the parts 
and the whole. Socialist planning, which acts as a gener- 
al form of management, has an incomparably wider choice 
of means and methods at its disposal for drawing up the 
plan and for implementing it. Even so, this distinguish- 
ing feature of capitalist programming could be studied 
further in order to evaluate the possibilities for applying 
certain methods to planning and management where such 
interrelationships exist under socialism, too. 

A critical comparison of certain specific methods also 
allows the limited nature of capitalist programming meth- 
ods, and the broad opportunities for developing the meth- 
ods of socialist planning to be assessed and the useful- 
ness established of studying other countries’ experience 
for improving certain specific planning methods. 

A parallel consideration of planning under socialist con- 
ditions, programming under capitalism, and the attempts 
at planning in the newly-freo countries shows the com- 
plexity of introducing elements of planning into the man- 


249 



agement of the multistructured economy's development, to 
establish the contradictory nature of this process and its 
weak points. At the same time, such an analysis prompts 
the conclusion that planning and its methodology in the de- 
veloping countries have become the centre of a fierce class 
struggle both within these countries and internationally. 
Thus, it is important not only to study this phenomenon 
thoroughly, but also for the socialist countries to give 
theoretical and practical assistance to the developing states 
in their efforts to initiate planning. Account should also be 
taken in this of the fact that the methods of planned man- 
agement cannot remain an unchanging and constant instru- 
ment. They must correspond to the main trends in the 
changes taking place in the developing countries. As 
Leonid Brezhnev noted in the Central Committee’s report 
to the 25th CPSU Congress, this means the “shifting of the 
centre of gravity in industrial development to the state 
sector, abolition of feudal landowner ship, nationalisation 
of foreign enterprises to assure the young states’ effective 
sovereignty over their national resources, and formation of 
their own personnel”. 1 

The methods of planned management must not only 
correspond to the level of development of the economy, 
but also change in response to the specific tasks and prob- 
lems that arise. Planning methods are instruments for 
solving economic problems in economic practice. 

The actual process of plan implementation, in the new- 
ly-free countries raises many very urgent development 
problems, both economic and social. These are the ques- 
tions of the sources of finance and, above all, of their 
structure— the size of taxes on enterprise profits, taxes on 
the incomes of peasants and workers, foreign loans and 
internal accumulation; of how to ensure proportional de- 
velopment and a balance of financial and material resources 
or, on the contrary, to give preference to inflationary in- 
vestment leading to a drop in the standard of living. 
Organisation of control is required over the utilisation of 
resources in the country, the creation of production man- 
agement. bodies, determination of the scale of the public 


1 Documents and Resolutions. XXV th Congress of the CPSU, 
p. 15. 
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sector and provision for its efficient operation, the elabora- 
tion of a policy with respect to private enterprise, and so 
on. 

In solving such development problems use can often be 
made of the planning experience of the socialist countries, 
especially the USSR. It is obvious that the conditions 
under which planning in the socialist countries took shape 
differed from those obtaining today in the majority 
of developing countries, the fundamental difference 
lying in the socio-economic structure of social 
production, distribution and consumption, as well as 
the economic and social institutions resulting from this 
structure. In spite of such substantial differences, certain 
common problems of economic development and planning 
in the ncwly-free countries can be resolved using the ex- 
perience of the socialist ones. These include the task of 
overcoming or closing the gap in development levels be- 
tween the newly-froe countries and those with developed 
economies. This task can be resolved by an acceleration of 
growth, a substantial increase in the scale of accumula- 
tion, rapid industrialisation and, consequently, deep struc- 
tural changes in the economy. 

Analysis of the content, methods of programming and 
the instruments for realising the economic development 
programmes of the capitalist countries clearly shows that 
attempts to apply state regulation to heal the ills of cap- 
italism arc fruitless. The “planning” activities of the 
bourgeois states, having speeded up development, even- 
tually led to a further intensification of the contradictions 
both within the country and within the framework of the 
capitalist system on the international level. Competition 
between the international monopolies has led to a form 
of struggle that cancels out all attempts by bourgeois gov- 
ernments to “plan” development. In accordance with the 
laws of capitalism, the working population pay for col- 
lapse of the programme for the “flourishing of the welfare 
society”. Fifteen million unemployed, wage cuts, and price 
rises are what the working people have to pay for the 
“free society”. All this confirms the illusory nature of re- 
formists’ hopes that planning might rid all members of ca- 
pitalist society of the growing feeling of despair as the 
economy drifts from crisis to crisis. Crises only confirm 
that the instability of capitalism’s development is an in- 
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tegral pari of it and that no efforts by the bourgeois 
stale can abolish the laws governing the capitalist mode of 
production. 

Only the socialist world can provide an answer to the 
fundamental questions of social development, only socialism 
demonstrates the efficient use of economic planning in the 
interests of all the people. 
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